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DIVIDEND NOTICES 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid August 1, 
tre to stockholders of record July 20, 


PRIOR PREFERRED: The regular 
quarterly dividend of 75¢ per share on 
the Prior Preferred Stock will be paid 
August 1, 1944, to stockholders of rec- 
ord July 20, 1944. 


A. B. Newhall, Treasurer 


Framingham, Mass. 
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WHAT heck your invest. 
INVESTMENT nat oi iahson'? 


If so, clip this ad- 


POLICY vertisement, send it 


to us with a list 

NOW ? of 7 securities you 

% own. We'll tell you 

whether our strategy 

is to Hold or Switch. No cost or obliga- 
tion. Write Dept. M-17. 


BABSON'S REPORTS 


Incorporated 


BABSON PARK 57, MASS. 














PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 
Common Stock Dividend No. 114 


A cash dividend declared by the Board 
of Directors on June 14, 1944, for the 
second quarter of the year 1944, equal 
to 2% of its par value, will be paid 
upon the Common Capital Stock of 
this Company by check on July 15, 
1944, to shareholders of record at the 
close of business June 29, 1944. The 
Transfer Books will not be closed. 


E. J. Becxett, Treasurer 


San Francisco, California 











Awe COLUMBIA 
a) TSS 
Cs ix) CORPORATION 

any 
The Board of Directors has this day de- 
clared the regular quarterly dividend of 
6834¢ per share on the $2.75 Preferred 
Stock of this corporation, payable August 
15, 1944, to stockholders of record at the 
close of business August 1, 1944. Checks 
will be mailed. 
A. SCHNEIDER, 

Vice-Pres. and Treas 

New York, June 20, 1944. 

















JOHN MORRELL & CO. 
DIVIDEND NO. 60 

A dividend of Fifty Cents 

($0.50) per share on the 

capital stock of John 

Morrell & Co., will be 

SB paid July 31, 1944, to 

stockholders of record July 15, 1944, as 

shown on the books of the Company. 


Ottumwa, lowa. George A. Morrell, Treas. 
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F I HAD KNOWN that some Americans would be using 
pockets to hold all the extra money they’re making 
these days I never would have invented them. 


POCKETS ARE GOOD places to keep 
hands warm. 


Pockets are good places to hold 
keys...and loose change for car- 
fare and newspapers. 


But pockets are no place for any 
kind of money except actual expense 


~ 


WAR BINDS to Have and ta Hold 


axe 


money these days. 


The place—the only place—for 
money above living expenses is in 
War Bonds. 


Bonds buy bullets for soldiers. 


Bonds buy security for your old 
age. 


w 


Bonds buy education for your kids 


Bonds buy things you’!l need later 
—that you can’t buy now. 


Bonds buy peace of mind— know. 
ing that your money is in the fight. 

Reach into the pocket I invented. 
Take out all that extra cash. Invest 
it in interest-bearing War Bonds 

You’ll make me very happy i 
you do. 

You’ll be happy too. 
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The Trend of Events 


THE POLITICAL CAMPAIGN .. . Unlike our British 
friends, we have a Constitution under which elections 
can not be deferred until after the war. In consequence, 
the candidates for office this year will be electioneering 
while the war is in its most dynamic—and perhaps con- 
cuding—phase. 

In such an environment, intelligent citizens would like 
all candidates, whether for high or low office, to emulate 
Gov. Dewey’s acceptance speech in brevity, dignity and 
responsibility. Most of the voters, as Mr. Dewey seems 
to know, do not see any horns on President Roosevelt's 
head: and are not attracted by the name-calling and ir- 
responsible breast-beating which in past campaigns have 
been familiar among some political orators and in some 
sections of the press. 

Unfortunately, however, there are a certain number of 
nitwits in both parties—people who will not keep in step 
with Gov. Dewey or President Roosevelt in responsible 
utterance. They represent one of the minor nuisances 
apparently inseparable from representative democracy. 
The peoples with whom we are at war do not understand 
this democracy. They no doubt have hoped that this 
election and the preceding campaign would in some way 
interfere with our war effort, in some way make it pos- 
‘ible for them to get softer peace terms. 

Well, if they are too propaganda-blinded to see it now, 
our enemies will find out in due time that this election is 





ncil 


just a litthe American family matter; that we will settle 
it without any letdown whatever in our war effort; and 
that, whatever the tally of the votes in November, our 
terms to Germany and Japan will remain just what they 
presently are: “Surrender.” 

In his convincing emphasis on “no interference with the 
war’ Gov. Dewey did the nation—and, incidentally, his 
own political cause—a real service. He commended our 
military chiefs and pledged flatly there would be no 
change in military conduct of the war. He pledged to 
our Allies complete unity “to the limit of our resources 
and manpower.” His grim warning to the Axis was that 
“with everv day you further delay surrender, the conse- 
quences to you will be more severe.” Yes, the way Dewey 
started his campaign is bad news to our enemies. 

If he continues to set the same standard, his campaign 
will be a refreshing novelty—whether or not it proves suc- 
cessful. His speech was the shortest made before the Re- 
publican Convention and it contained no wise-cracks, 
slogans or heart-strings oratory. At least one of his op- 
ponents, a prominent voice of the “liberal” press, rue- 
fully conceded that it was a “masterpiece.” 

However, Mr. Dewey has a job on his hands. ‘Lhe Re- 
publican platform in some respects is God-awful; and 
will have to be what Dewey makes it. Moreover, in his 
own way, he has to modernize and liberalize his Party 
—something the GOP would not let Willkie do. 
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PROGRESS OF WAR LOAN ... As we go to press bond 
sales in the Fifth War Loan have passed $13,000,000,000, 
making it quite certain that the goal of $16,000,000,000 
will be attained. Indeed, it is not improbable that sub- 
scriptions will top the goai by some $2,000,000,000 to 
$3,000,000,000. This would be more gratifying except 
for one thing: the soaring total of sales is due predomi- 
nantly to corporation and institutional buying. 

Indeed, by the middle of last week purchases by non- 
individual investors had reached nearly $10,000,000,000 
and were above g7 per cent of quota. Against this, pur- 
chases by the general public—that’s you and me—had 
reached only about $2,g00,000,000 and were less than 50 
per cent of quota. Unless individual sales increase sharp- 
ly, they will not come even close to the $6,000,000,000 
goal within the drive period ending July 8. 

It is easy for corporations and institutions to buy war 
bonds. They not only have the money—they have no 
other feasible place to invest it. But the figures of sav- 
ings and bank deposits show that the general public also 
has surplus money—enough money to buy war bonds in 
much greater volume than is being done. If the indi- 
vidual quota is not obtained, therefore, it can only be 
due to too much indifference, too much of a tendency to 
let the soldiers fight the war and let somebody else help 
finance it. 

Surely, with victory now certain and not too distant, 
there is no excuse for the people letting the Government 
down on this most important matter. There is still time. 
We urge you again to invest in war bonds, the safest se- 
curity in the world—to invest all you reasonably can. 
And if these words should reach you after the July 8 
deadline, that should make no difference. There is no 
deadline in the war or in the cost of the war. War Sav- 
ings Bonds—the type the Government most wants people 
to buy—are for sale every business day in the year. 


TAX PROMISES .. . In this election year, with income 
taxes really bearing down on pay envelopes, many of the 
politicians of both parties can be expected to make a lot 
of glib promises about post-war tax reduction. It has, 
indeed, already started. Senator Alben W. Barkley, in 
a speech before the Tammany Society in New York last 
week, said taxes could be reduced 50 per cent after vic- 
tory. 

That would be very nice. We all favor it. But the 
trouble with promises of tax reduction is that too many 
seemingly contradictory promises go hand in hand with 
them. Thus, while we are promised tax reduction, we are 
also promised lots of public works, swell super-highways, 
etc. We are promised that never again will the Navy and 
the Army be emasculated, and that ‘‘adequate” defense 
forces—costing a lot of money—will be permanently 
maintained. Farmers are promised no fewer Government 
benefits, which cost money. The returning veterans must 
be generously cared for, if unable to find jobs or if ill or 
wounded or if desiring to complete their educations or 
if they want to borrow Government money to set up in 
business. And so on down the line. 

With the decline in national income that will follow 
termination of billions of dollars worth of war contracts 
—and with tax payments of a great many corporations 
either sharply reduced or for a time cancelled by the 
workings of the carry-back provisions of the law—the 
Government’s revenue from existing tax rates will de- 








cline drastically. 

So as we think of all this, we don’t get too excited 9 
very hopeful when Senator Barkley—who no doubt knowg 
there is an election coming—tells us taxes will be cut 5 
per cent. Of course, the Senator has an out. He didn’ 
say how soon after victory the cut would come, and hd 
didn’t say whether he had in mind victory over Ger 
many or victory over Japan. We would advise you no 
to make any financial commitments on the strength 0 
these promises of coming tax savings, as we have a sneak 
ing suspicion that the reductions will be smaller an 
later than the optimists are banking on. | 





















SOLDIERS' SPENDING ... Wherever American troop 
enter Europe—in France now as before in Italy—there i 
a serious problem of inflation involved. American 50} 


spenders when they get as much as an hour’s leave. N 
where in Europe is there any surplus of consumer goo 
and in most areas—to which agricultural Normandy a 


er plays, 
an WOM 
It is in 


even scarcer. pa job 

For the first few weeks after our occupation of Naples for a | 
the combination of soldier spending, inadequate pr 
vision of food imports and a drastic official exchange r 
vision for the lira produced a near famine and sor@yce was 
distress for Italians, with the bulk of all retailing sud 


again do as badly as at Naples. 

Nothing will create more ill will for America than iuse in ; 
our soldiers, by their free spending, deprive European nting po 
of the necessities of life or increase the prices of suc On the 
necessities as are available to civilians. For the Allies tg 
pour consumer supplies into the liberated territories i 
not a complete answer either in quantity or timing. Ou her pa 
troops are well fed and well-equipped. We see no reaso yerage Cc 
why they should be permitted to buy goods where pulfomanho 
chases work a real hardship on European civilians. — fis with 1 
{ those 1 


the United States Chamber of Commerce, is undoubt omparec 
edly correct in his view that there are large possibilitieewey an 
for U. S. trade with Russia after the war. That county itefully 
will need huge amounts of capital goods to rehabilitat 
devastated regions which are enormous in extent. 
The central question, of course, is how such trade ca 
be financed. In the long run, our exports to Russi 
should be paid for by imports of Russian goods that w 
need and which do not harm American employment 
However, during the period of heaviest need for ou 
goods in Russia, a balanced trade would be out of the 
question. Since the peak demands will be temporary 
there would seem to be no reason why long-term credits 
can not be worked out under Government sponsors 
the debt to be discharged over a period of years by im 
ports from Russia of agreed types and volumes. 


THE MARKET PROSPECT... Our most recent invest 
ment advice will be found in the discussion of the pro 
spective trend of the market on page 330. The counst! 
embodied in the feature should be considered in conne( 
tion with all investment suggestions, elsewhere in thif 
issue. Monday, July 3, 1944. 
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Uno WOMEN ARE JUDICIOUS—DESPITE MRS. LUCE 
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Yr an BY CHARLES BENEDICT 




























CANNOT applaud the speech of Representative Clare 
the Luce before the Republican Convention. It was 
€, fregoo much in the vein of the women she writes about in 
€. Nofer plays, and they are not typical of the average Ameri- 
an woman—certainly not of the representative women. 
It is indeed a pity that Mrs. Luce should have muffed 
fie chance to prove that character and capacity know no 
x; that women are constructive, not negative, and can 
0a job objectively and judiciously. 
For a long time, women have been working to earn 
portant places in the economic and political life of 
e country. There was general rejoicing when Mrs. 
uce was elected because of her prominence and the 
cilities she has for publicizing her activities. But what 
as she done with it? Very little, as far as the country 
‘concerned. Nor, in this instance, can it be said that 
fe made a constructive contribution to the Republican 
use in a year when women hold such great balance of 
oting power. 
On the contrary, her speech was wholly negative, drag- 
@ng purely partisan spite into a field that might better 
ave been left alone. Her vitriolic outburst was no credit 
her party; it was an insult to the intelligence of the 
yerage citizen and an even greater insult to American 
omanhood. It was a cold-blooded attempt to play poli- 
is with the heart-ache of the bereaved, with the anxiety 
{those who have sons, brothers or fathers risking their 
ves for their country. It was a shameful performance. 
opared with the splendid utterances of Thomas 


vilitiedewey and John W. Bricker, her words sounded not only 
aa itefully malicious, they wholly lacked the sense of re- 
litat 


nsibility that one would have expected from any one 
dressing the country as she was on this outstanding 
casion. 

Nor was Mrs. Luce standing on firm ground as to his- 
tic facts when she poured forth her unworthy insinu- 
lions. In this respect, one can do no better than quote 
om the New York Times editorial of June 29... . 


of the 
rary 
redity THE LIMITS OF PARTISANSHIP 
ship “When Representative Clare Boothe 


dy im Luce was addressing the Republican 
National Convention on Tuesday eve- 
ning the American casualty lists for the 


invest! first two weeks of the Normandy fight- 
e pro ing were being added up in London— 
yunsel 3,082 known dead; 7,959 missing, some 
mae of whom are dead; 13,121 wounded, of 
2 thi whom many will never be whole and 


well men. When the Democrats meet 
944: the totals will be greater, the grief and 
pain by that much augmented. 

“We cannot believe that the American 
14 people will applaud Mrs. Luce’s insinu- 
———— ation that these men are dead, or 


nea 
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wounded, or missing because President 
Roosevelt did not show “skillful and 
determined American statesmanship” 
between 1933 and 1941. Neither do we 
believe that they would applaud a pure- 
ly partisan Democratic reply. 

“The blame is wide and deep. The Re- 
publicans did reject the League of Na- 
tions. They did reject the World Court. 
They did uphold a narrow conception 
of neutrality. Their votes, in the House 
of Representatives, did come within an 
ace of destroying our new Army less 
than four months before Pearl Harbor. 
The Democrats, between 1933 and 1939, 
shared the responsibility for a parochial 
international policy. What can possi- 
bly be said for a Presidential states- 
manship that spoke of quarantining ag- 
gressors in one month of 1937 and ac- 
cepted the embargo act later in 1937? 
This much can be said, in exact justice, 
for President Roosevelt: after the out- 
break of war in 1939 he did lead this 
nation in preparedness and in acknowl- 
edgment of its international obliga- 
tions. 

“But when either, party, and its lead- 
ers, shrank from war, the nation shrank, 
too. Because we hated war we were 
too patient, and, in the case of Japan, 
too helpful, with our sworn enemies. 
Trying to keep out of war we ran into 
it, under adverse circumstances. We 
followed no material interest, but struck 
for liberty only after we were attacked. 
This is America’s record, not that of 
any party. In love and loyalty to the 
dead we had better not make it par- 
tisan.” 


Mrs. Luce, however, did just that. But there is such 
a thing as trying to be too nimble. Usually, it proves a 
boomerang. There is hardly any doubt that it will in 
this instance. If Mrs. Luce told her lurid tale to reap 
votes from the sorrow and anxiety of American women, 
she must indeed have a poor opinion of them. Women 
voters will greatly resent it. If it was merely a venomous 
effort to hurt the opposition on half-baked premises, it is 
bound to react severely against her own party. The pub- 
lic, even in the heat of an important campaign, still ex- 
pects at least a superficial sense of fairness and a certain 
regard for facts from those who do the campaigning. 
Mrs. Luce’s speech lacked both. By her ill-considered 
outburst, she has rendered herself a liability to the Re- 
publican Party. It is particularly regrettable because 
Republican prospects have been greatly enhanced by the 
nomination of two candidates of real winning potentials. 
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Market Action to Take Now 


The price movement is increasingly speculative and has lately developed 
some topping out indications. We strongly advise caution in investment policy. 


BY TA; aL. 


To paraphrase a tamilar quotation: Speculators rush 
in where investors fear to tread. 

During the past fortnight this publication’s index of 
100 low-price stocks advanced 7.46 points, while the in- 
dex of 100 high-price stocks advanced by only 59/100ths 
of 1 point. 

In the four weeks ended July 1, the low-price index 
gained 18.23 points or 21.2 per cent, while the high-price 
index gained 3.52 points or 5.2 per cent. We need not 
quibble over definitions of what is speculation. This is it 
—and how. 

The fact that the velocity of advance in the low-price 
index is so much greater than in better grade stocks 
would not be a matter of any concern if low-price stocks 
were recovering from a really depressed level. Such is 
not the case. 

Low-price stocks had a great rise in 1942-1943. Fo 
more than two years great numbers of people actively in- 
terested in the stock market, including many hundreds 
of trained professional analysts, have been “combing the 
list’’ for meritorious low-price stocks not too wildly over- 
priced—with the result that the field has been pretty thor- 
oughly picked over. Those now rushing to “get aboard” 
are not early buyers but late buyers—possiblv very late. 
Last week the average price of the 15 most active issues 
on the New York Stock Exchange was $8.58. It is evi- 
dent that a goodly percentage of the buyers are not con- 
cerned with earnings or any other factors of intrinsic 
value and—to be frank about it—are merelv buving coun- 
ters in a gambling game. 

These eager buyers of the most speculative trading 
vehicles will have a chance to garner profits only if still 
later buyers keep coming in. It need hardly be said that 
somewhere in such a psychological merry-go-round—just 
where being beyond rational calculation—a lot of people 
are going to become “involuntary investors.” 

The Magazine of Wall Street began compiling its 
indexes of 100 low-price and 100 high-price stocks back 
in 1936 in order to have a really reliable “qualitative” 
measure of the market. We made the prices of Novem- 
ber 14, 1936, the index base for the practical reason that 
our combined index—which this year includes 283 stocks 
and which is set up to cover some 80 per cent of all stock 
market transactions—happened on that date to stand at 
100. 

Obviously this price base is not a low one. On No- 
vember 14, 1936, the fiscal authorities at Washington had 
already become disturbed by tendencies toward over- 
speculation. ‘The greatest bull market since 1929 had— 
as it proved—only four more months to run. The broad 
average was in the final one-fourth of its range, with the 
“cream” gone. Many individual’groups had reached, or 
passed, their bull market peaks—including air lines, bus 
lines, communication, dairy products, finance companies, 
food stores, gold mining, liquors, mail order, radio, ship- 
building, sugar, sulphur, tobaccos, variety stores. 

Note the preponderance of “consumer goods” stocks in 
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the list. The concluding phase of that speculative px “ay 
riod was featured largely by steels and other “heavy in 
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It is not unlikely that within the market—not revealed 
by the averages—we are having a somewhat similar turnf '3°|— 
ing movement now. Over the past two weeks, with th¢ 
composite average strong, there were net declines in th 40 
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accessory groups—most spectacular June performers “4 — 
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aper, radio, rail equipments, railroads and tobacco. 

At last week’s close our index of 100 low-price stocks 
ood at 104.02 or 4.02 points higher than November 14, 
y36; while the index of 100 high-price stocks was at 
068 or nearly go points under the level of November 
i, 1936. ' 

" It may well be that heavy income taxes, which have 
tastically reduced the percentage of income that can 
esaved—and therefore invested—by well-to-do and up- 
¢ middle-income people, are resulting in distorting the 
haracter of the market: tending relatively to depress de- 
tnd for better grade stocks, inflate demand for low- 
tice stocks. It may be that at least to some extent we 
ave also a new class of market followers. 

Be that as it may, the present spread between these 
ualitative indexes—in favor of the low-price section—is 
le widest developed since we began the compilations. 
is 33.94 points, compared with a maximum spread of 
5, points at the top of the 1937 bull market and ap- 
— fPoximately 24 points at the intermediate top in mid- 
M3, preceding a reaction approximating 16 points in 
te Dow industrial average. 

We emphasize that the ratio between these two indexes 
not a “gadget” for speculative traders. It can not call 
except on hindsight—either a major or an intermediate 
ip with any close precison. We may be at or very near 
ich a top now; but again—this being a fanciful boom- 
twith bull psychology cumulatively feeding on itself— 
may be additional weeks away. But what it does plain- 
indicate—and this ought to be enough for prudent in- 
tors—is that speculation has definitely entered a “dan- 





zone.” 
— it has always been our conviction that sensible invest- 
>  fRnt policy should ‘be to strive to buy sound values at 


pportune prices. We know that genuine bargains are 
ually to be found in depressed, low-volume markets 
en traders with the make-profits-quick itch are not 
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jamming the brokers’ boardrooms. We know that vio 
lent price rises concentrated predominantly in the most 
speculative stocks, and to the accompaniment of greatly 
expanded market volume, can not represent sensible in 
vestment buying. 

While there is strong precedent for a summer market 
rise, as we have conceded before, precedent is of no 
value whatever so far as concerns the question of how 
far such a rise may go or at what time point it will top 
out. Some “summer rises” have been large in scope, some 
small. Some, without more than minor set-backs, have 
run to Labor Day or even a bit beyond. 

The 1943 top was on July 15. In 1941—a small rally 
it was on July 22. In 1939, it was July 22. In 1938 it 
was August 6. In 1937~—a large intermediate rally—it was 
\ugust 14. 

The common sense rule, we think, is to figure that a 
market advance from a depressed oversold position will 
probably run further in points and time than an advance 
from a medium-high base, without starting from an over 
sold position. The latter is true of the present market. 
It is also common sense, in our opinion, to figure that the 
more violent the price rise, the sooner is it likely to top 
out in time. This rise is not violent in many stocks—but 
it is violent in stocks that make up the biggest portion of 
total daily volume; and when these speculative favorites 
get their tumble they will in some measure tend to pull 
down a majority of all stocks. A fairly good corrective 
reaction now might make it possible to carry on the 
movement to later in the summer. Without it, the high- 
er they go, the harder will be the fall. It is open to doubt 
that stocks bought now will show profits six months 
hence—six months being the span to qualify for mini 
mum taxation of profits. It will be found, after all, that 
serious economic dislocations following defeat of Ger 
many can not be laughed off. 

—Monday, July 
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SODUCTION INDEX 


A CHALLENGE 
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Pitaase the war will last long enough for Con::.ess to 
have legislation required for reconversion and post-war 
planning all ready in plenty of time no matter how 
leisurely it deliberates but the way things are going on the 
war fronts, chances are that time is running short and 
that Congress is gambling with needless loss, unemploy- 
ment and general economic chaos by delaying vital action 
on the legislative front. Shortly after the start of inva- 
sion, the tempo of events gave some promise of speeding 
legislation sorely needed for demobilization of our war 
economy but unfortunately, Congress has now recessed 
with only a bare minimum of its work completed. There 
has been a marked tendency to emphasize the bills which 
make the most immediate popular appeal and an obvious 
disinclination to tackle politically “hot” problems. 

In the last minute, Congress rushed through the con- 
tract termination bill, long pending, and extended price 
control though not without some emasculating provi- 
sions. Earlier it had passed the G.I. Bill of Rights. Apart 
from these and a number of appropriation measures, a 
series of most pressing issues were left undecided. Con- 
gress had an urgent job to do and failed to do it. 

Over four months ago, the Baruch-Hancock report out- 
lined a plan for getting ready for reconversion and urged 
speed in preparing for action. But with the exception of 
the contract termination bill, Congress has done exactly 
nothing towards putting into effect any of the suggestions 
made in the report. While the eyes of the country were 
riveted on the invasion, congressional eyes were turned 
toward early recess to attend the conventions, mend polit- 
ical fences at home and escape Washington’s torrid sum- 
mer heat. Of the more urgent and vital demobilization 
measures, the following are still crowding the congres- 
sional calendar: (1) Disposal of surpluses and war plants. 
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(2) Post-war unemployment compensation. (3) Manpowfight rea 
er disposition, a plan for post-war migration and retrainpepartme 
ing of war workers. (4) Post-war taxation. (5) Post-wamfotify wa 
public works, including the public road bill. All these argercentag 
vital problems with an important bearing on the reconfe applie 
version process; the public as ‘well as business has a trefional prc 
mendous stake in their quick and proper disposition. fipidly as 
No one knows when surrender or collapse of Germanifitions as 
will come but there can be no excuse if Congress has nojfortance. 
made adequate preparation for it when it does come. Amie at th 
avoidable period of delay and confusion in changing ovefferonauti 
to a peace time economy could lead to incalculable losghat to ex 
and suffering. If for lack of preparation, such should bqell-plann 
our fate, Congress would have to bear much of the ref legislat 
sponsibility. Political expediency apparently has_beelifr reconv 
counting more than the public interest. The spectacle iginting o 
familiar but never were the stakes so high, never the conffy remai 
sequences of inaction more formidable. Neression 
There has been too much disregard of the fundamenta fortuna 
fact that the sooner Congress enacts laws establishings there 
policies for getting industry disengaged from the intric#fthe nece 
cies of war production, the sooner industry itself can mak@tion, of t 
plans for operating under these policies when the tim@ought px 
comes to put them into effect. It boils down to the simpl@shortenin 
question of providing post-war jobs for war workers andiig. Abou 
soldiers. After all the shouting certain members of Confeen ligt 
gress did over Baruch’s suggestion that the executive deftparation 
partments should proceed on their own authority pending the WP 
congressional action, it would seem that legislation woulprtant re: 
have been forthcoming promptly. Instead, it looks no#mits th 
as if we shall have to wait until after the elections. ithorizing 
Much the same holds true of the congressional ap d compo 
proach to basic post-war planning as distinct from th any pre 
more immediate reconversion problems. Long range pos$PB Cha: 


TO CONGRESS 
—To Prepare for Peace 
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at planning was knocked into a tailspin when Congress 
st year killed the appropriation for the Planning Board. 
i) the interim, several congressional committees held 
yarings and long-winded discussions without any prac- 
ial result paving the way for prompt action. It was only 
short time ago that the Special Senate Committee on 
Post-War Problems submitted a report outlining steps 
permit business to lay the foundations of a successful 
wst-war economy. This sixteen-point action program 
which the committee urged must be considered imme- 
lately “if an intolerable unemployment situation is to 
avoided,” has been held over by a politically minded 
mgress. Apparently, the report and the note of urgency 
rvading it has been insufficient to recall Congress to a 
mse of its immediate duties. Congress preferred to re- 
#5 though it must know that failure to act promptly may 
gt only throw us into unparalleled confusion but may 
ermine the whole fate of our post-war economy. 
Were Congress properly organized, there would be less 
tason for concern regarding the recess taken. 


xisted a central committee remaining at work, preparing 


If there 


easures, agreeing on time tables for their consideration 
nd able in case of an emergency to recall the legislators, 
we could remain assured that no unnecessary time was 
ting lost. But since such is not the case, the recess in- 
olves considerable risk. Fact is that many problems 
fecting the future of our national economy which only 
ishort time ago appeared far away, have become current 


problems virtually overnight. 


Success of the allied armies in Europe has had the 
fect of speeding up the time table of war to a point 
yhere post-war questions are rapidly becoming problems 
{today. A short while ago, the WPB, revising earlier 


timates, announced that cut- 

backs after Germany’s fall 

‘ 7 Tar 
npowpight reach 50%, and the Wat 
trainpepartment is getting ready to 
st-walpotily war contractors of the 
etcentage cutbacks which will 
reconfe applied to them. Transi- 
a trefioal problems will snowball 
npidly as cutbacks and cancel- 
‘maniftions assume mounting 1m- 
as noffortance. The recent disturb- 
nme at the plants of Brewster 

g ovelmeronautical Co. has shown us 
le los#hat to expect in the absence of 
4ll-planned procedure. Yet ba- 

he ref legislation urgently needed 
w reconversion and the blue- 

acle ifinting of our post-war econ- 
e confy remains undecided in the 

ngressional hopper. 

nent Fortunately, in other quar- 
ishingts there is greater awareness 
ntriaf the necessity for preparatory 
mak@tion, of the fact that invasion 
2 tim@ought peace nearer and thus 
simplgshortening the time for plan- 
rs ang@ig. About two weeks ago, the 
f Confeen light for reconversion 
ive deftparations was finally flashed 
nding the WPB, though with im- 


$ noWmits three steps: 


immediate revocation of earlier orders limiting the use 
of aluminum and magnesium so that manufacturers will 
be able to obtain these metals and fabricate them into 
essential end products whenever and wherever manpower 
is available. (3) Beginning July 1, manufacturers will be 
allowed to purchase machine tools and dies for civilian 
production whenever possible out of existing surpluses 
listed with the WPB and the Defense Plant Corporation. 

It was the signal for industry to lay the groundwork for 
swift return to peace production. The reservations came 
later, in the form of a statement by Mr. Nelson that “he 
wouldn’t hesitate for one moment to repeal or modify 
his decision if it is found to be interfering with war out- 
put.” Admittedly, this was the direct result of shifting 
requirements for materials and equipment dictated by 
war action in Europe. It coincided with the warning 
that the next three months threaten to be the most criti- 
cal from the standpoint of production, that it will be ab- 
solutely necessary for at least 200,000 workers to shift 
from present locations to areas of greater labor need. 
“We have got to finish the program given us by the Chief 
of Staff for military production,” Chairman Nelson said, 
emphasizing that with invasion there had come imme- 
diate increases in some needs, such as tank production, 
artillery and more recently, heavy truck production. 

In spite of this, Mr. Nelson is sticking to his guns. His 
initial decision to permit limited reconversion prepara- 
tions had come over the most strenuous objections of the 
military, based on the urgency of bending every effort 
toward greatest war output. With this necessity, Mr. Nel- 
son fully agrees. But he also believes that if the practical 
start of reconversion is not launched amply befure the 
time when the actual switch from war to peace produc- 

tion must be made, the country 
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will find itself in a chaotic po- 
sition. “War production was de- 
layed because it took too long 
to tool up,” Chairman Nelson 
stated. The same thing can hap- 
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pen to peace production, he 
feels. ‘To some extent this is 
probably inevitable but fore- 
sight now can save the country 
a period of unemployment and 
confusion, at best serious but at 
worst disastrous. 

Despite the limitations im- 
posed by war necessities, Mr. 
Nelson’s decision is warmly wel- 
comed by industry which long 
has been pointing out the dan- 
gers inherent in undue recon- 
version delays. The situation as 
it is now rapidly shaping up 
clearly calls for two widely dif- 
ferent yet closely related types 
of action on the production 
front: (1) Greatest possible ef- 
fort by industry, labor and 
Government to get military pro- 
duction to required schedules 








(1) WPB is preparing an order 


thorizing manufacturers to acquire enough materials 
d components to make and test a single working model 
m th any product planned for post-war production. (2) 
e poswPB Chairman Donald Nelson gave instructions for 


1944 


and keep it there. (2) Without 
expansion of civilian produc- 
tion now, prompt and adequate preparation for such ex- 
pansion in order that the whole economy may get on with 
the war job secure in the knowledge that reconversion is 
being properly planned and prepared for. 

To advocates of the idea of preservation of the pre-war 
competitive situation in industries, Chairman Nelson’s 
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order, however, was a disappointment. Proponents of 
such a policy have been endeavoring to have materials 
released to all companies in a given industry at the same 
time. Mr. Nelson’s order has removed speculation on this 
major reconversion issue. He made it clear that public 
interest and not historic position would govern civilian 
production. When materials are available, producers, 
new and old, will receive equal consideration. Produc- 
ton will not be held waiting until some manufacturers 
have completed their war contracts, and newcomers will 
not be curbed until all established concerns have returned 
to peace time output. The WPB viewpoint is summar- 
ized concisely in Mr. Nelson’s words: “Any hardships 
which must result from lifting WPB restrictions are re- 
grettable but unavoidable. If the Government were to 
attempt to prevent new competition, there would clearly 
be grave danger of shackling the country with a regi- 
mented economy for a long time to come.” 

This of course is common sense and relatively few will 
quarrel with it. For example, to wait until every auto- 
mobile maker is ready to make a pilot model for post-war 
might mean to keep some plants, and many workers, idle 
for months. If the Government undertook to restore the 
pre-war status quo in industry, it would have to stay in 
and virtually run the latter. By far the lesser evil is to let 
some companies, especially smaller ones which are likely 
to reconvert first, make some comparative gains than run 
up against the war’s end with industry untooled for peace. 

In short, then, there is to be no plan to guide each 
industry back to civilian production and no over-all 
effort to see that each competitor can start where he left 
off. When materials become more plentiful and the labor 
situation eases, WPB intends to lift the lid and let any- 
one get into any business he wants. It would be difficult 
if at all possible, for Government to restore the pre-war 
pattern of industrial production; expansion has be€n too 
great and if controls are kept too long, unemployment 
may become quite a serious threat. Competition is re- 
garded the only practical method for bridging this period; 
this is in the American tradition and on the whole, indus- 
try is inclined to agree with this viewpoint. 

There can be no question that here is practical and 
realistic thinking and planning. As such it must be wel- 
comed, whatever its present limitations, in a period 
marked by dangerous hesitation and dilly-dallving in 
congressional quarters, reluctance to come to grips with 
the many group and sectional pressures pervading the 
entire complex of reconversion and post-war planning. 
The urgency and importance of these problems has 
caused an astounding flow Of ideas, many loaded with 
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political dynamite, and trom a purely political stanq. 
point it is perhaps understandable if congressmen haye 
little stomach for committing themselves on the eve of 
the elections. The same, of course, applies to the more 
politically minded sector of the Administration; it shares 
the blame for inaction to the extent that it has failed to 
spur action. 

One of the politically “hottest” problems is that of 
evolving practical policies for war plant disposal. About 
$8 billion worth of Government-owned plants are to be 
disposed of when their war-time usefulness is ended. Mos 
congressmen want them sold quickly to private industry. 
Secretary Ickes once suggested that they should go « 
war veterans. Powerful influences in and out of Goy 
ernment urge that preference be given to small busines 
Labor has proposed that the Government operate them 
if necessary, to provide post-war jobs. Local interests al 
over the country have their own individual ideas. A num 
ber of western and southern senators have come out wit! 
the demand that war plants and stockpiles of material 
should be disposed so as to help realize a “national eco 
nomic balance,” presumably meaning greater industrial; 
zation of the West and South. Some aluminum maker 
have told the Truman Committee that Governmen 
should retain title to Government-owned aluminu 
plants and lease them to two or three private companie 
for operation, to prevent Aluminum Co. of America fro 
building up a complete monopoly. And so it goes. 

The divergence of viewpoints on this single problen 
highlights the indecision and lack of planning, despit 
the immediacy of the problem. Congress and the execu 
tive departments have been passing the buck. Industr 
is looking for plant bargains which they are officially tol 
they should not expect. Large corporations shy away fo 
fear of getting entangled in antitrust proceedings. 
far, war plant disposal has been sadly lagging. Realizin 
the obstacle of antitrust fear, Surplus Administrator Cla\ 
ton has urged the Justice Department for reassurance | 
expedite plant disposal but so far without success. Ther 
is the further controversy of sale versus lease, with th 
former preferred by Government and most of busine 
but with small business, labor and certain local interes 
plugging for plant lease as an alternative method of util 
zation of war plants. 
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Ihe upshot is official and public confusion over th ies 
entire question which is fast developing into a hot politf.ion » 
cal dispute involving such fundamentals as Governme Comin; 
competition with business, monopoly and sectional prjew of tl 
erences. Sooner or later, however, it must be resolved alfjimate h 
it might as well be sooner unless we want events to cate ignifican 
us with our hands down, completely unprepared. Busine¥yhen, is | 
and industry must know where they stand and what Meart the 
expect; they cannot plan ahead with such a ponderoler, the 
question hanging fire. ribed fie 
Of this as of other vital questions remaining unsolvs yital in 
for lack of decision or political courage, it is the humiind prog 
side of demobilization which deserves particular emphihf foreign 
sis. The G.I. Bill of Rights, passed by Congress, was ting about 
initial step in a tentative line of action towards liquidfiteral an 
tion of the war effort and post-war stability at homfbther nat 
Other measures contemplated are those dealing with Mlomestic 
employment and re-training of war workers and soldiefspects, w 
and the question of unemployment compensation duriffeing dor 
the critical transitional period. They all tie into ofomplexit 
inter-related pattern, together with contract terminatiope foretol 
surplus disposal and other more technical problems. Tif foreign 
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ultimate object: Economic stability, fullest possible em- 
ployment and prosperity. In dealing with the human 
ide of demobilization, the side directly affecting voters, 
Congress while feeling perhaps less inhibited still wants 
step cautiously. But it is primarily the deep conflicts 
if policy and fundamentals which have been impeding 
hat off st-war planning to date. Invasion has awakened labor 
About eaders and Government officials to the fact that planning 
to bef oF the human side of demobilization has been sadly lag- 
- Most 28> due to existence of these very conflicts. Henceforth 
Justryg "can reckon with mounting pressure on Congress to 
BOK nake up for the time lost and this pressure, eventually, 
"Gof tay become stronger than the political inhibitions which 
sinea§? far appear to have held back constructive action. 


them 


sts al Peril of Unpreparedness 


‘nul Today, we are far from prepared to meet the vast ad- 
twill tment that will come with the advent of the post- 
terial Hitler era, and later with the defeat of Japan. If con- 
al eco gessional dilly-dallying continues, instead of acting along 
striali he lines of a planned, coordinated program, we shall be 
nakes rced to resort to makeshift arrangements which may 
nmen teal a body blow to smooth transition. This must be 
unui voided by all means; the stakes are too high. That there 
$e sno lack of recognition of what is needed, is amply illus- 
+ TOM rated in the general views of the Special Senate Commit- 
we on Post-War Problems which may be summarized in 
ihe following words: ‘‘Without proper economic environ- 
nent, without confidence in the friendly attitude of Gov- 
anment, without reasonable certaintly that a minimum 
umber of simple ‘rules of the game’ will not be changed 
xcept upon great provocation, without relief from an 
increasing number of departmental directives, many of 
*lizi them conflicting; without a certainty that the Congress 
: Cla will delegate the absolute minimum of its powers and 
"Those under well-defined conditions, without assurance 
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The hat legislation and administration will not discriminate 
th thy" favor of any segment of the economy, without a well- 
. Hdefined fiscal policy, business will not be willing to spend 
mie its reserves for new facilities. Without these, busi- 
‘so ness will not be able to obtain new equity capital. 
[he investors will continue to seek the lesse 
yrofits of security rather than the greater gains ol 
‘isk. Ownership will not be attractive. Savings 
hat would spark the expansion of private entc 
srise will be hoarded and become valueless in 
er Wincreasing and absorbing the American produc- 


pout ion.” 
nme Coming from a congressional committee, this 
I prhiew of the transition problem and the economic 
-d aiiimate held necessary for post-war prosperity is 
) calignificant. What Congress will do about it, and 
AsiN¥vhen, is another matter but it may well take to 
hat fheart the basic concepts enumerated above How- 
derolf-ver, there are still other, more closely circum- 
tibed fields where speedy and determined action 
solv vital in the interest of future economic stability 
1umaind progress. They are taxation and expansion 
mphibt foreign trade. So far, Congress has done noth- 
as ing about it. Foreign trade of course is multi- 
quidfateral and basic preparatory conversations with 
homfther nations must precede any decisions as to 
ith Mlomestic aspects of the problem. As to foreign / 
Idie pects, we know that important spadework is 
lurifeing done by Government though due to the 
o ofomplexity of the problem, exact results cannot 
atiope foretold at this time. As to domestic aspects 
_ Tit foreign trade, bound to become an important 
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Preparation tor peace need not interfere with vital war work, 
the production of more and more tanks such as these which 


economic stabilizer during transition as well as thereafter, 
they boil down for the moment to prompt and smooth 
reconversion to permit quick resumption of normal pro- 
duction, and of normal exports. 

In view of what is going on abroad, the point is impor- 
tant. We hear that British manufacturers are shortly 
expecting permission to start making automobiles for 
export. We read that new automobiles will soon be pour- 
ing off the assembly lines of a huge Soviet factory in the 
Ural Mountains. We know that British preparations fon 
post-war exports are not confined to automobiles alone, 
and such knowledge does not sit well with American 
manufacturers with a stake in world markets. Early and 
quick reconversion, then, assumes added importance if 
we are to hold our own in competition with other nations 
abroad. Further implied is constructive legislative action 
on such difficult and controversial matters as cartels, both 
at home and abroad, on tariff and foreign investment 

olicies, on currency questions, and on specific policies 
in respect to international aviation, shipping and com- 
munications. Since the latter depend on the prior prob- 
lem of agreements with other countries, so far not yet 
achieved, no early congressional action is possible but as 
peace comes nearer, pressure for action will increase and 
Congress may well prepare in advance to deal with these 
intricate subjects. 

The situation is different in respect to taxation, that is 
revision of the tax structure to promote expanding pro- 
duction and consumption. Being a purely domestic mat- 
ter, there is no reason why Congress should not grapple 
with it promptly and realistically, yet until very recently, 
the question has been severely shunned. Of late, post- 
war tax reduction has been timidly raising its head. To 
encourage risk investment is the agreed objective of many 
of the proposals currently advanced, a step in the right 
direction. Both the Administration and Congress seem 
agreed on this point. Congress has ordered its staff of 
experts to cooperate with the Treasury in laying the 
groundwork for a tax plan that will accomplish the de- 
sired end. Secretary Morgen- (Please turn to page 370) 
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are needed for victory. 
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Increasing Tempo of World Industrialization 
What it Will Mean to Our Post-War Economy 


BY V. L. HOROTH 


Ar important international gatherings and Wall Street 
luncheons as well, one of the most frequent topics of dis- 
cussion is the great impetus that the Second World War 
has given to industrialization all over the world. The 
possibilities arising from industrialization of backward 
countries, along with speculations about the technologi- 
cal progress, is a subject likely to fire the imagination 
of everyone. It inspires hope that, once the war is over, 
more people than ever before will be able to enjoy a 
higher standard of living. One of the most important 
prerequisites for the well-being of the world is unques- 
tionably a greater equality of economic opportunities 
between different nations. The way to it lies in the crea- 
tion of more wealth and in the better distribution of this 
wealth. This is why industrialization, the freeing of 
world trade and, of course, the spread of education, are 
such important factors in the maintenance of peace. 
All this is far from saying, however, that industrializa- 
tion is, as the man in the street is apt to believe, the 
panacea for all world ills. ‘Though it is undeniable that 
the speeding-up of productive activity results in the long 
run in an over-all increase of wealth and in a higher real 
income for the individual, the truth is that, along with 
the benefits that it bestows, industrialization also creates 
problems: economic, social and political. And there are 
cases where it can be a disturbing rather than a steadying 
element in the world peace. Thus in some of the Far 


336 








in cap 
Jabor | 
tion t 
time, | 
from 1 
tures ¢ 
all typ 
newer 
Bro: 
areas 
Frencl 
war: t 
and st 
priced 
develo 
cease t 
to be. 
mony 
Of t 
trializ: 
of an | 
ly dist) 
structu 
agricu. 
other | 
ings ir 
experi 
industi 
likely 





























Eastern countries a slight rise in the standard of living 
has led not to an increase in the per capita real income, 
but rather to a disturbing increase in population. 

Moreover, a fact not fully appreciated is that indus 
trialization on a worldwide scale, as is taking place now, 
will speed-up further the tempo of economic changes. 
The implication of this for the older industrial coun- 
tries, including the United States, is, as the League of 
Nations pointed out in one of its recent studies, “that it 
will be necessary to keep their production as mobile @ 
possible, so as to meet and absorb the constant series 0! 
shocks that changes in external demand will cause.” 

In practice this means that the American industrialist 
engaged in exporting, will have to be prepared for 4 
constant readaption of his plant to the changing de 
mands from abroad, perhaps at a rate faster than evel 
before. Along with Great Britain and the older indus 
trial countries of Continental Europe, we will have 10 
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be ready to shift from the older types of exports: textiles 
iron and steel semi-manufactures, simpler chemicals and 
paper products, to more specialized types: motor vehi 
cles, aircraft, machinery and chemicals, industrial tool 
and pharmaceuticals. 

Fortunately the shift in older industrial countries t 
the production requiring a higher level of technical ané 
organizational skill has been fostered by the war itsel! 
The wartime expansion in capacity has been principall 
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jn capital goods industries, the reservoir of highly skilled 
labor has been increased, and advances made in produc- 
Htion technique and industrial efficiency. At the same 
time, the great dispersion of purchasing power resulting 
‘from the purchases of the belligerents and the expendi- 
tures of troops, has created a huge potential market for 
all types of specialized products, for which industries in 
“newer areas are either undeveloped or insufficient. 

Broadly speaking, we may say the industries in older 
areas are likely to play much the same role that the 
French textile and clothing industries played before the 
war: they concentrated on the creation of new designs 
and styles, rather than on a mass production of low- 
priced, simple goods. The long-term implications of this 
development are that the older industrial countries will 
cease to be “the workshops of the world” that they used 
to be. It will be a further blow to the industrial hege- 
mony of the Continent of Europe. 

Of the social and political problems created by indus- 
trialization, one of the most important is the emergence 
of an urban working class. It is a development especial- 
ly disturbing for the countries whose political and social 
structure has up to now been based almost solely on 
agriculture. It has been responsible in one way or an- 
other for the ups and downs in Mexico, for the bicker- 
ings in South Africa, and recently also for the political 
experiments in Argentina. On the other hand, it is the 
industrial urban population whose purchasing power is 
likely to grow most in regard to both domestic and im- 
ported goods. The supplying of the needs of this emerg- 
ing group has already encouraged, in Latin America and 
elsewhere, the diversification of local production. In 
turn, the broadening of the local markets has lessened 
the dependence upon external trade for prosperity, and 
led to a greater economic stabilty in general. 

Ever since the industrial revolution began nearly 200 
years ago, industrialization has spread in waves of vary- 
ing intensity and scope. It is no exaggeration to say 
that the present wave, for : 





of Nations) about 45 per cent of world’s industrial out- 
put. A rough computation indicates that their combined 
industrial output was in 1943 about 115 per cent higher 
than in 1939. The increase in the total world industrial 
production would unquestionably be much less, owing 
to the fact that in many important European countries, 
such as Belgium, France, Italy and Spain, the present 
level of industrial production is reported to be consid- 
erably below the pre-war level. It will take a long time 
for it to be restored. 

With all the talk about the spread of industrialization 
in Latin America, the Near East, India, Egypt, and Aus- 
tralasia, it is not fully appreciated that by far the great- 
est additions to the pre-war industrial capacity have oc- 
curred in the older industrial areas and in the belliger- 
ent countries in particular, since they have been forced 
to whip up their industrial machines hugely. It is said 
that the manufacturing capacity in the United States 
alone must have doubled. There are only a few yard- 
sticks available by which this point could be proved. 
These yardsticks, such as the installed horsepower capac- 
ity or the number of industrial workers employed, are, 
moreover, far from satisfactory, since they do not take 
into account the productivity per worker, which can 
vary widely from country to country. 

Thus in the United States, for example, the number 
of wage earners employed in all manufacturing indus- 
tries rose from about 8,300,000 in 1939 to about 13,- 
200,000 in April 1944, an increase of some 4,900,000. 
In Brazil, one of the countries where industrial ex- 
pansion has been the most pronounced, industrial em- 
ployment rose from about 1,000,000 in 1938 to about 
1,600,000 in 1943. In Canada, the number of wage 
earners in industries increased during the war by about 
600,000 to a total of 1,200,000 in 1943. In Mexico, in- 
dustrial firms employed about 350,000 workers in 1943. 
In Colombia, Egypt, Uruguay, Chile, despite huge rela- 
tive increases during the war, the number of workers em- 
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sion of industrial output during the period 1914-1915, 
the increase in the manufacturing capacity during the 
wave of industrialization that accompanied and followed 
the First World War, was probably between 50 and 60 
per cent. At present only about a dozen countries (see 
the accompanying table) still continue to publish indus- 
{'tial production indexes. These nations contributed be- 
lore the war (on the basis of weights used by the League 


vehi: 
tools 


JULY 8, 1944 





ees 


tries, the industrial capacity has been obviously over- 
expanded because of wartime needs. A large part of it 
will probably be scrapped. There will be industrial 
enterprises where wartime wear and tear on machinery 
will force a curtailment in output. This will he true 
in particular of the industries on the Continent. 
Many factories eliminated during the period of 
production concentration will never be reopened. Hence, 
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in all the belligerent countries the industrial capacity. 


that now looms so huge, is likely to be considerably 
reduced. 

On the other hand, the process is likely to be reversed 
in newly industrialized countries like Latin America and 
India. There the industrial capacity will continue to 
expand. The considerable reserves accumulated by the 
industries in these countries during the war, will be 
used for the purchase of up to date machinery and for 
further expansion. The textile industries in Egypt, 
Brazil, Turkey, and Mexico, which in some cases have 
been using second hand machinery bought during the 
depression years, will be in a position to buy the most 
modern equipment. In India, the Bombay industrialists 
recently proposed that the accumulated sterling bal- 
ances should be used to expand the country’s present 
industrial capacity several times its present size. This 
sounds ambitious until one is reminded that out of some 
380 million people in the country, only about 500,000 
are employed in industries at present. 

Hence, it will take some time before the extent of the 
industrialization for which the Second World War gave 
the impetus is fully realized. After the First World War, 
the changes in the world’s industrial set-up were not 
appreciated until during the latter "Twenties when the 
post-war rehabilitation of European industries was com- 
pleted. 

However, for the average American businessman in- 
terested in the world’s industrial set-up after the war, 
more important than the matter of actual increases in 
capacity, production, or labor force—about which there 
is rather little information anyhow—is the pattern of 
the latest wave of industrialization. This pattern is some- 
what different from that which industrialization fol- 
lowed during the First World War. Hence, the problems 
that we are likely to face will be different also. 

- During the First World War, the industries which 
spread into “newer” countries, at that time India, South 
Africa, Australia, New Zealand, Argentina, Brazil, and 
Chile, were predominantly the consumption goods in- 
dustries, such as shoe manufacturing, textile and cloth- 
ing industries, food processing, and the production of 
fertilizers and cement. Hence, when the older indus- 
trial countries rehabilitated their production during 
the early "I'wenties, it was the consumption industries 
that suffered principally from excess capacity and were 
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the first ones to be plunged into depression, even though 
the rising standard of living helped in absorbing their 
increased output. 

The expansion of capital goods capacity during the 
First World War was limited almost exclusively to the 
older industrial countries. The most important expan- 
sion took place in the United States, which rounded up 
its industrial structure in general. Canada and Japan 
also introduced some capital goods industries, but they 
did not prosper. The Japanese steel industry, for which 
there was not much economic basis, collapsed completely 
during the 1921 depression. 

The wave of industrialization during the early ’Thir- 
ties was brought about by the depression. The object at 
first was to become more self-sufficient, to import less 
and thereby to relieve the pressure on the country’s in- 
ternational payments. Later, this wave of industrializa- 
tion turned into an armament race. During this period, 
the most far-reaching was the industrialization of Japan. 
At the beginning, the new industries, chiefly capital 
goods, were seemingly introduced with a view of di- 
versifying the country’s production and exports. Later, 
they turned out to be the means for building up a mili- 
tary machine for conquest. Elsewhere, in Australia, 
South Africa, Canada, Argentina, and Brazil, a few capi- 
tal goods industries were introduced with varied success 
and to supply principally the domestic market. In other 
Latin American countries, in southeastern Europe, and 
in the Middle East, the expansion and diversification 
was chiefly in consumption goods industries. 

The outstanding characteristic of the present wave of 
industrialization is that it has fostered the expansion of 
capital goods rather than of consumption goods. As a 
result, what may be called industrial maturity has been 
reached not only by Japan (and, of course, the Soviet 
Union), but also Canada and Australia. All had at- 
tained small surpluses of capital goods for export, in 
addition to consumption goods. 

In Argentina, Brazil, Chile, Mexico, South Africa, 
India, Turkey, Palestine, and Egypt, the newly intro- 
duced capital goods industries will be able to satisfy 
only a part of the post-war demand, which is likely to 
be considerable. But the beginning has been made, and 
as these industries will train men, they will, unquestion- 
ably, continue to grow. The consumption goods in these 





INDEXES OF INDUSTRIAL PRODUCTION 
1939 =100 





Approx. 
% of 
of Wrid 
Capa- 
1939 1941 1942 1943 city (c) 
| United States (manft.)... 100 155 194 237 33.0 
| Canada (manft.)........ 100 169 234 283 2.8 
| Chile (general)........ 1 114 112 120(a) 4 
| Mexico (general)...... 100 104 110 118(a) 1.0 
| India (general)......... 100 125 116 115(a) 2.5 
Argentina (general).... 100 108 117 9 25 
| Bulgaria (general)...... 1 1 11 3 
| Bul ( 1) 18 11 5(b) 2 
Denmark (general)... . . 100 a 81 81 5 
| Finland (expt. indus.)... 100 42 46 48(a) 2g 
| Ireland (general)....... 100 92 77(a) a9 
Sweden (general)...... 100 84 87 88 1.6 
| Hungary (general)... .. 100 109 112 115 6 
45.3 


(a) Third Quarter, 1943. (b) Second Quarter, 1943. 
(c) Base on Horse Power installed in industry and industrial 
er 
| urce: League of Nations Bulletins. 
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a = ee ann 
INDUSTRIAL EMPLOYMENT 
Indexes: Jan.-June =100 
1939 1941 1942 1943 
United States (mft. indus.).... 100 138 159 176 
| Canada (mft. indus.)......... 100 159 193 209 
| Australia (mft. indus.)....... 100 123 131 135 
| South Africa (indus. & mines). 100 110 114 107 
| Argentina (indus. & mines)... 100 109 115 118 
| Chile (mft. indus.)........... 100 120 1925 121(b) 
| Palestine (mft. indus.)....... - 100 129 163 217(b) 
| Japan (mft. indus.).......... 100 108 119 135(b) 
Sweden (Indus. & mines)..... 100 89 92 93 
Switzerland (indus.)......... 100 105 107 102 
eer (general).......... 100 136 148 158(a) 
| Denmark (hours worked in 
“eee 101 100 


Sescce stm 93 
(a) Third Quarter. (b) May, 1943. 
Source: League of Nations. 





countries have not expanded their capacity very much, 
simply because it has been-impossible in most cases to 
obtain additional machinery and equipment. But these 
industries have almost invariably prospered, since they 
have had practical monopolies of local markets. As has 
already been pointed out, their productivity is likely 
to increase, since they will probably re-equip them- 
selves with modern machinery. This development and 
tariff protection will make their position quite strong. 

The newcomers in the field of industrialization dur- 
ing this war have been many: Ecuador, Venezuela, Cen- 
tral America, the Dominican Republic, Syria, Iraq, Iran, 
Afghanistan, and the Philippines (the Japanese are said 
to be introducing the cotton textile industry there). ‘The 
new industries are producing principally consumption 
goods, and their total combined capacity is still small. 

The picture of world industrialization that has been 
presented here is, however, far from complete. Nothing 
has been said about Continental Europe, where there 
has taken place a great reshuffling of industries to the 
places of comparative safety from bombing. Many capi- 
tal goods industries concentrated in Germany during the 
early years of the war, have more recently been moved 
to Austria, Czechoslovakia, Western Poland, and even 
to Hungary. How permanent these shifts are, is a ques- 
tion. Some shifting of industries has also taken place 
within the area of Japanese conquest. Apparently some 
of the capital goods industries which up to now have 
been concentrated in Japan proper are said to have 
been removed to Manchukuo and Northern China, 
either because of greater safety or because they will be 
nearer to raw materials. 

In conclusion one may find himself speculating as to 
what the aftermath of this latest wave of industrializa- 
tion is likely to be. In the first place, a greater concen- 
tration on capital goods industries would lead one to 
believe that the industrialization in general will be 
speeded up and that the creation of wealth, and hence 
the increase in the real purchasing power per head, will 
be faster than in the past. Second, the consumption in- 
dustries should be relatively more prosperous than after 
the First World War, (a) because there has not been 
such expansion of their capacity, and (b) because there 
should be more purchasing power all around. 

As to the outstanding developments, such as there 
were after the First World War, (the emergence of Japan 
as one of the leading exporters of cotton goods, of the 
United States as by far the greatest exporter of capital 
goods, etc.), here are some developments which may 
materialize after this War. 
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(1) Brazil's cotton textile industry, modernized and 
reequipped, and based on home grown raw material, 
may successfully compete in world export markets for 
cotton goods. 

(2) Egypt's cotton textile industry, also using home 
grown raw material and with large labor reservoir, is 
likely to expand quickly and eventually even to enter 
world export markets. 

(3) Argentina’s woolen industry shows great promise 
and may become one of the great industries of that 
country. 

(4) Canada is likely to become an important ex- 
porter of capital goods (simpler machinery, electrical 
appliances) and a competitor of the United States. 

(5) India’s iron and steel industry, favored by the 
nearness of coal to rich iron ore, is due for a considerable 
expansion after the war; there is a promising field for 
the development of agricultural machinery and tool in- 
dustry; India may also become an important exporter 
of iron and steel semi-manufactures. 

(6) Palestine is likely to expand her export trade in 
chemicals and pharmaceuticals. 

Certainly in the early post-war years the indicated 
trends in the more newly industrialized countries—as 
well as rehabilitation needs of war-ravaged areas of 
Europe and Asia—will assure large exports of American 
capital goods, if means of financing can be worked out: 
this being another story which we will not deal with here. 

Moreover, from a very long-range perspective, in- 
creasing productivity of the world—more diffused through 
the world—ought to be a good thing for all peoples. If 
every country had a living standard equal to ours, the 
potential for our two-way trade would surely be far 
greater than ever before, though its composition would 
be much different from the past. 

On the other hand, to repeat, the industrialization of 
backward nations is no cure-all for human problems. 
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No Holiday from wartime tax levels in the post-war 
period can be read into the Republican platform or the 
Democratic plans. Both parties are zealously at work 
on the subject but they’re holding out the promise of 





Washington Sees: 


Despite the shrill attack on Dewey by the left- 
wing press—much of which was isolationist until 
Hitler invaded Russia—there will be no issue of 
isolationism vs non-isolationism in the election 
campaign. That issue is dead. Dewey spoke 
simple fact when he said that only a small minor- 
ity of extremists favor either aloofness or a world 
state, with its implications of some surrender of 
sovereignty, internationalized armed forces, etc. 


There is, indeed, a “broad area of agreement" 
on the general objectives of our foreign policy. 
But that is only a starting point. The crucial— 
and enormously difficult—questions have to do 
with ways and means of cooperative interna- 
tional effort. If Dewey be challenged to offer a 
detailed blueprint, he can reply in truth that 
neither Roosevelt nor Churchill have been able 
to produce one. 


Churchill has said "it would be stepping out of 
our place in the forward march for us to go be- 
yond the gradual formulation of opinion and 
ideas which is vitally going on in the British Com- 
monwealth and in contact with our principal al- 
lies." On these matters, Roosevelt is a'so a 
gradualist, not an extremist. Necessarily, his ap- 
proach is exploratory, rather than fully chartable. 

The foreign issue in the campaign, therefore, 
will boil down to the question whether Roosevelt 
or Dewey can provide the wisest and most effec- 
tive leadership in “the gradual formulation of 
opinion and ideas" and in the execution of what- 
ever program evolves from these processes. On 
this issue, Roosevelt would be the popular choice 
today and Dewey has a job to do in trying to 
reverse it. Probably neither will offer the voters 
a "plan" of world organization. It just isn't that 
simple. 
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equalization, not reduction. When the tempo of spend- 
ing for production slows, the flow into veteran relief 
will quicken. And “made work,” scorned as it was a 
decade ago, is firmly integrated into the plans. 


Federal Agencies which led the way toward a longer 
work-week are getting ready to reduce it with the first 
step being a universal Saturday afternoon half holiday. 
Despite doubled penalties for Saturday absences, they 
have been numerous. The product of those present has 
suffered and it isn’t a “paying proposition” agency su- 
pervisors say. Labor unions are becoming vocal on the 
point, will claim the ultimate victory although they 
were late in the field. 


Industry soon will get back many of its key figures who 
were taken into the military services and given high- 
ranking commissions, particularly in the fields of supply 
and production. The Truman Committee has called on 
the armed services to report the need for retaining all 
officers who came in after Pearl Harbor; to report 
whether they would not be more valuable in their erst- 
while peacetime pursuits. Many of the officers privately 
agree, but don’t want to be put in the position of laying 
aside their uniforms in wartime. 


Meat Supplies on the civilian front will remain rela- 
tively generous during July. Only minor rationing 
changes—such as those just announced—are likely unto 
Fall, and they are planned with a thought to better dis- 
tribution rather than “feasts or famines.” Local slaugh- 
tering, a business enterprise that has all been but tor 
gotten and its staffs released, will be back into its own. 
Differentials in ceiling prices in favor of the local abat- 
toir will reopen thousands of business houses in the next 
several weeks. 


Minister Procope's walking papers which sent him back 
to his native Finland found mixed reactions in Wash- 
ington. To many it was a sop to Russia, currently in the 
second round of its renewed war against that country- 
but the United States had not broken relations, actually 
had invited a successor to be sent here. However, the 
recent increased subservience of Finland to Germany 
changed the picture and rupture of relations naturally 
followed this change. 
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As California's Gov. Warren said, the Republicans have an 
uphill fight to win the election. But it will be a real fight and 
no push-over for Mr. Roosevelt. In Dewey, the GOP nominated its 
best available vote-getter, its ablest political strategist and its 
most effective campaigner. 




















In one respect Dewey's traditional luck failed him in the 
convention. He wanted Warren for vice-president. That would have~ 
made a younger, more progressive team. It also would have added to GOP 
strength on the West Coast where -- outside of the South -- it has been 
at lowest ebb. 


Bricker's nomination naturally pleases a great many 










































































































































































Republicans -- but mostly those of the type that would have voted 
for any GOP ticket. Though personally an attractive figure of a man, his somewhat 
will "old-fashioned" philosophy of government and its relation to economic problems will 
-elief . not appeal to independent, non-partisan voters; and these hold the answer to the 
yas a election. 

Assuming, however, that the Democratic combination is again Roosevelt and 
nger Wallace, it seems plain that Wallace would cost Roosevelt more votes than Bricker 
first would cost Dewey. This is inherent in the age factors. The chance of Vice President 
iday. Wallace becoming President would be far greater than the chance of Vice president 
they Bricker inheriting the role. Many people who strongly favor Roosevelt just don't 
7 go for Mr. Wallace. 
ee In general, the better the war outlook becomes in point of time, the 
they better will be Dewey's prospects of winning the election. So far as diplomatic 

policy is concerned, Dewey will have a good chance of being elected if enough in- 
dependent voters accept his argument that a durable peace structure, maintained by 
who wide international cooperation, can only be built step by step over a long period of 
mi time; and if enough voters share his expressed doubts that a satisfactory solution can 
ye not be provided either by the words of any treaty or the private negotiations of the 
x all heads of the three great powers. : 
port Americans detest above all what they regard as poor sportsmanship. If 
er Willkie continues to deny his support to Dewey, many people will doubt very much 
wi: that it is solely a matter of principle. They will remember that Dewey could well 
“7 have been a sore-head in 1940, when Willkie's late rush snatched the nomination from 
him. They will remember that though Dewey preferred other candidates -- especially 
rela- himself -- he nevertheless worked his head off campaigning for Willkie and was very 
ning effective in behalf of Willkie in the Middle West. 
“dis Because of the psychological factors cited here, it is at least open to 
or some question whether Willkie -- by taking a walk or even perhaps by plumping for 
cll Mr. Roosevelt -- might have as much influence on the election as some people have 
wn. imagined. 
bat: Critics of Congress were surprised at ability of that unwieldy body to 
nem legislate in a hurry when a definite goal is ahead, the goal in this instance a 
convention and campaign recess. That bills moved into law with rapidity insuring 
pack they passed with few Congressmen knowing their content and purpose, is not surprising. 
‘ash- Not unusual. 
| the Congress’ action reviewed over 1944 was good,-and it was bad. It was 
at good-and-bad_on the subject of Federal financing. The tax bill wasn't fit, in its 
“ae potential yield, to make a dent in government operating costs in a year of "Coolidge 
lany prosperity." The simplification bill removed some of the curse. 
-ally Price-control, after many assaults and efforts to tie onto it every loose 
end of legislation remaining in a Capital Hill pigeon-hole, came out as a simple 
- extension measure. The OPA _ was satisfied with the results. 
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War veterans received their current demands. The "G. I. Bill of Rights" 








/went through on schedule with some of its trading points buffed off but with the 








£. tance reasonably intact. It is the first of what will be a long series. The 
soldiers vote bill won't permit soldiers to vote, except in special cases made 





/to order for its provisions. 





Industry's principal interest for the time being -- reconversion -- was a 
major point at which the lawmakers flopped. The Congress gave a nod of recognition 
to industry in the form of a war contract termination bill but that is only one of several 
needed to chart the route back to production for civilian use. Reconversion was talked 
of at length but nothing was done about it. 

Disposition of surplus war materials remained little more than the title 
of an expressed aspiration and integrating of the re-employment system on a national 
basis didn't get a serious thought although its lack delayed recovery a decade ago. 

Export authorities are looking to Canada as an increasingly important 
source of international trade in the post-war period. This country always has 
bought heavily of the Dominion's newsprint supply, but since the war that traffic 
has ceased almost entirely -- yet Canada's exports went up 221 per cent. 

Despite the natural shipping advantages existing, laws on both sides of 
the International Border until recently were frankly designed to discourage trade. 
With few exceptions, we bought from that Nation things we couldn't produce; on the 
other hand. 

Canada not only bought a diversified bill of goods from this country but 












































| returned all, and more, of the money she received in the form of added purchases. 





Ray Atherton, U. S. Ambassador to Canada, has broached the subject to 
President Roosevelt and the, State Department. They have expressed interest. Studies 








| @re being made by both offices and by the Department of Commerce and the Tariff Commission. 





Congress definitely will be asked to loosen up the law on goods moving through 
customs at the Border. 

No one speaks with complete authority in the field as yet, but the planners 
are agreed on several major propositions: Next year -- 1945 -- Germany will be 
out of the war, Federal costs will drop almost instantly from $90,000,000 to 
$50,000,000 the first year. 

Discharges from the army, the overall picture continues, will number 250,000 
the first year; only 18 year olds will be drafted; rationing will liberalize; 
materials will begin piling up; navy and air corps suppliers will continue as usual, 
others will feel a precipitous drop in orders. 

And: 1946 will see Japan defeated, reconversion under way and taking up 
the slack, the new building boom on, international trade a Godsend, the great auto- 
mobile industry rolling cars “looking very much the same as 1941 models off the 
assembly line. 

Difference of opinion is found in published reports as to whether the post 
war "boom" (that word is used advisedly) will last three, five or ten years. All 
agree that the effectiveness of immediate post-war price control will be determi- 
native of the length. 

Congressional action to continue ie Fair Employment Practices Committee 
another year presages creation of a permanent agency in that field. Legislation 
already is ready; it may.be enacted at this session for it has the votes as of today. 

White House approval serves further to infuriate the already rebellious 
Southern states. Demanding barriers against race equality as the price of their 
electoral votes they found the Administration moving in the opposite direction. 

Hardly to be classed as a political faux pass was the White House position. 
Few doubt the Southern states will be in line when the blue chips are down next 
November. Any other course is biting off he nose to spite the face. On the other 
hand, New York, Pennsylvania and Illinois have sufficient Negro voters to be the 
balance of power in a close race. 
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my F. F. 


*s sharp war-time rise in basic wage scales, an aver- 
ge of about 50% in manufacturing industries since 
4o, will require drastic upward revision of post-war 
lling prices if profit margins are to be maintained at 
easonable levels. ‘There is little prospect that wages 
fter the war will decline importantly. Politically pow- 
tful labor unions are aggressively preparing the ground 
0 insure retention of wartime gains, and a paternalistic 
vernment is not likely to interfere greatly with this 
im. If anything, labor policy and thinking in certain 
vernment circles veers in the direction of eventually 
igher rather than lower wage scales. 

Business and industry are well aware of these trends 
nd ready to take them into account in post-war plan- 
ing. Hence predictions that selling prices of many 
roducts after the war may run from 20% to 45% above 
te-war, reflecting the rise in wages, taxes and materials 
osts. Barring serious inflation, the latter will probably 
ecome a relatively minor factor except where higher 
aterials costs stem directly from higher wages. On 
e whole, materials prices during this war rose moder- 
tely, thanks to price controls which are likely to stay 
ith us until more normal demand and supply factors 
€ again operating. 

Taxes are expected to be lowered, though by no means 
0 pre-war levels, to aid reconversion and post-war busi- 
less. Wages alone, according to the present outlook, are 
ikely to remain where they are and thereby promise to 
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WHERE WAGE COST 
DIFFERENTIALS WILL IMPORTANTLY 
AFFECT POST-WAR INVESTMENT VALUES 


SHELDRICK 


become an even more important differential in price- 
cost relationships. 

So far, no decision has been announced on official 
pricing policies during the transitional period but pref- 
erence appears to lean towards continuance of tight pric- 
ing methods in the interest of greater economic stability. 
Should this view finally prevail, it would not only pre- 
vent any widening of profit margins but may actually 
tend to narrow them in a good many instances unless 
temporarily obscured cost factors incident to peace- 
time manufacture are fully allowed for. At any rate, 
prices will be held down and when controls are finally 
lifted, after the transitional period, any attempt to raise 
them may meet with considerable consumer resistance. 

In more thoughtful business quarters, this possibility 
is receiving much attention and there is apprehension 
over what it may do to post-war earnings prospects, espe- 
cially should it coincide with economic uncertainty and 
its throttling effect on public spending mentality. Un- 
der such circumstances, sales volume could only be main- 
tained by lower prices, for it is questionable whether 
wage scales could be forced down. More likely, not only 
the labor unions but Government itself would insist on 
maintenance of wage scales in order to support public 
purchasing power. The result might well be an unpleas- 
ant squeeze of profit margins, particularly affecting in- 
dustries with high labor ratios. 

While it is impossible to say at this time exactly how 
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APPROXIMATE WAGE RATIOS ON MAJOR 
INDUSTRY GROUPS* 
Food and kindred products............-+s000- émieaeete 25% 
TODALED GAPAMOCUINES onc co o.c0scccisccececdeccsscesace 19% 
RHE EMT ISINCES 5 55556 6:56:55 ss ee 0.6 wiorctee's s0ieiicis se eles 50% 
NSS ee ee 47% 
Lumber and timber basic products.............s20eee08 50% 
Furniture and finished lumber products................- 44%, 
Psne RN MUNIN so 50010 6.6 0:5 0:0 0/0. 's:9.0's 0 010 sis wisivis 35% 
Perastenes INES MM ISTIINN Ds 515 :0:9 00,0 6.0:0:0 6'0s'0.01050 55000 0ce es .28% 
Chemicals and allied products..........-..0seeseee ee iA 
Products of petroleum and coal................eeeeees 25% | 
ReDET IDEN 6 ss 550s scccceeces hia Seca cereeee 25% | 
Leather and leather products..... Ae 40% | 
ON Gnd BSN, DAE IOUNON 6 < 60.6 o0555sscccccoeccceet ee 44% | 
Non-ferrous metals and products............++seeeeees 36% | 
Electrical machinery..............- bu hanbip eh ohare 34% 
Industrial machinery............ ee a k- 35% 
Automobiles and equipment...............seceeeeeee 48% 
Transportation equipment........... Ssh etiews naan sees sO VO | 
*Based on 1939 Census. 











cost factors will line up after the war, it is never too 
soon to look ahead. There is hardly any doubt that 
wages in the future will bulk larger as a primary cost 
determinant in many industries; that much is freely 
admitted in business circles. Their significance as an 
investment consideration is bound to rise correspond- 
ingly since industries with low wage ratios will find 
themselves better situated in coping with the price and 
competitive problems of the future. They should enjoy 
an important differential advantage which should grow 
in direct proportion to the payroll burden which future 
paternalistic or social measures of Government may im- 
pose on corporate business. 

Take steel, for instance. The fear that higher wage 
scales and relatively low steel prices may have raised 
permanently the pay point for the steel industry has 
been a prominent factor accounting for the laggard- 
ness of steel shares. Wages in the steel industry con- 
stitute an important cost factor and today account for 
something like 40% of costs against 3614% in 1942. The 
ratio used to be higher (as much as 49% in 1939) but it 
has since declined with greater volume production and 
increased mechanization. As volume recedes, as it will 
after the war, the wage ratio may again advance unless 
mechanization and production economies can be further 
extended. To this of course there is a limit and a per- 
manently higher pay point in the future will further 
enhance the already prominent cyclical factor which 
has made the steel industry the nation’s leading “Prince 
and Pauper” industry. 

There is much precedent for the deleterious impact 
of the wage factor on corporate earnings. The sudden 
rise in wage rates during 1936-37, following enactment 
of the Wagner Act, played havoc with the operating 
income of numerous companies. Earnings of food 
chains, where payrolls are a big factor, were depressed 
with the result that a goodly number of dividends were 
either suspended or reduced for some time. Income of 
marine transportation companies was severely affected. 
In restaurants, variety chains, textiles and the commu- 
nications industries where cost-price adjustments had 
long been based on the employment of low-wage labor, 
drastic adjustments had to be made. Western Union, 
for example, was especially hard hit (with about 64% 
of gross at that time paid out for wages) and the stock 
price responded to the blow by declining in the face of 
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a rising market since there was no way of passing the 
higher wage cost on to the customer. 

In spite of this, communications companies, among 
low-wage industries with a high labor ratio, did not do 
too badly because of the expanding demand trend then 


evident in their business. At present, the wage ratio of 
the telephone industry is about 57%, that of Western 
Union about 60%. Both of course are highly vulnerable 
to any future measures making for higher payrolls, as 
mechanization of operations is now far advanced and 
perhaps close to its practical limit. Moreover, increas. 
ing radio communication may eventually cut into the 
business of the telegraph companies, already feeling the 
competition of long-distance telephone and the teletype, 

The impact of the wage factor was even worse in the 
coal industry where the wage ratio runs around 60%, 
Any industry operating on a relatively low wage scale, 
with a high ratio of labor costs to total costs, is always 
exposed to the danger of strikes or Government action 
to force higher wages. As we know only too well, the 
coal industry had to face both, and with labor now in 
the saddle, it usually emerged as the loser. 

Then there are the railroads, with an average wage 
ratio of about 65%. They, too, are extremely vulner. 
able to wage increases and other payroll burdens, such 
as social security levies. So far, by dint of greatly in. 
creased efficiency of operations, the carriers have been 
able to offset in large measure the rise of wage scales 
since the Thirties. Still, wage costs in the future will 
probably continue to follow the upward trend in evi- 
dence since 1920 and, coupled with competitive influ. 
ences, such a development, unless balanced by rising 
rates, eventually may again place the railroads in a pre. 
carious position. In contrast, utilities, with a wage ratio 
of an average of 28%, are far more immune to such un- 
settling influences. 

Other industries with relatively high wage ratios, and 


those having low or medium ‘ratios, are listed on the ap- 


pended table. Information as to the relationships of 
wages to costs is not generally available, since corpora 
tions rarely furnish exact computations. Only a few 
very large concerns specify the amount of their payroll, 
permitting computation of a rough wage ratio. How. 
ever, the Census Bureau, in its Census of Manufactures, 
offers detailed data on wage costs in various industries 
and industry groups which, taken as a percentage of 
“value added by manufacture” afford a rough but fairly 
reliable guide to wage ratios. For purposes of general 
classification, I have prepared a number of wage ratios 
for industry groups as well as individual industries, based 
on 1939 Census figures, the latest available. They repre- 
sent approximate pre-war wage ratios; their validity 
today, in some instances, may be open to question due to 
shifts arising from increased operating efficiency and 
war-time wage increases though in a good many indus 
tries, these two factors may balance out. On the whole, 
the ratios listed should not be far out of line. 


Variable Wage Ratios 


The principal value to the reader is identification of 
those industries which are more exposed than others to 
the danger of rising labor costs. Any future wage in- 
crease, or imposition of higher social security taxes, a 
possible boost in the rate for workmen’s compensation, a 
revision of the minimum wage law or other measures 
potentially swelling future payrolls would be a serious 
factor in all those industries where the wage ratio is 
high. Not only that, but they may have difficulty in 
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carrying war-time wage increases into peace-time produc- 
tion. Possible repercussions are not only in the form 
of ‘slimmer profit margins but, perhaps more seriously, 
of competitive conflicts as well, since many industries 
with high wage ratios are competing with others having 
low ratios. In transportation, for instance, railroads 
with a high percentage of labor to operating costs must 
compete with pipelines and ocean tankers whose labor 
costs are very low. In the fuel industry, bituminous 
coal labor accounts for 60% of total production costs 
while the wage ratio of the manufactured gas industry 
is only around 16%; in oil refining, producing competi- 
tive fuel oil, the ratio averages about 24% and in some 
cases is as low as 15%. In the textile industry, cotton 
mills have a far higher wage ratio than the rayon indus- 
try. True, these factors are not new and have been oper- 
ating, incisively, for quite some time. But they may be- 
come even more pronounced in the future! 


Wages and Demand Trends 


The solid fuel industry, generally, has been unable to 
absorb any further wage increases without raising the 
selling prices—already strictly regulated—but the oil and 
manufactured gas industries, thanks to low labor ratios, 
can and could absorb them without particular strain 
on profit margins. ‘Together with declining demand 
trends, this inability has long been the bane of the coal 
industry, the cotton and woolen industries, even the rail- 
roads, and seriously restricts their future outlook. 

Naturally, this does not mean that wage ratios are 
necessarily higher in declining than in expanding indus- 
tries. The labor-cost relationship is independent of 
prosperity of any industry. It is an outgrowth of the 
nature of the manufacturing process, the extent of mech- 
anization, of the volume of raw and semi-finished ma- 
terials used and of the distribution services needed in 
marketing. Some expanding industries such as chemi- 
cals, cigarettes and chewing gum have low labor: ratios. 
The volume of raw materials handled, compared with 
the value of the finished product, is small. ‘Transporta- 
tion costs, an expensive labor-using service, therefore, is 
relatively unimportant. 

Other industries, with ascending demand trends, have 
high labor ratios. Light steel, automobiles and acces- 
sories, and the aluminum industry are illustrations of 
the point. Invariably, a fairly large number of labor 
operations are involved in the production process, and 
transportation costs of raw materials are heavy. The 
continuous rolling mill has decreased the number of 
workers per unit of output, hence the wage ratio in light 
steel is smaller than in heavy steel. This explains why, 
for instance, U. S. Steel Corporation last year had an 
approximate wage ratio of 47% while the steel industry 
as a whole averaged only 40%. In 1939, the ratio of 
U. S. Steel, primarily a producer of heavy steel prod- 
ucts, was roughly 55% but the increasing proportion of 
light steel output and capacity volume has since reduced 
the ratio. Growing modernization of steel plants and 
increasing mechanization of operations in the steel in- 
dustry as a whole is clearly reflected by the ratio decline 
between 1939 and 1943 from about 49% to 40% though 
volume operations naturally contributed to this showing. 

A somewhat similar situation is found in the auto- 
mobile and accessories industries. Mechanization has 
played an increasingly large part in their operations. 
The wage ratio of General Motors, for instance, in 1939 
was roughly 37% and declined to 35% in 1941 only to 
rise to 41% by 1943, under all-out war operations. By 
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comparison, the ratio of the automotive industry as a 
whole in 1939 was an estimated 48%, heavily weighted 
by the considerably higher ratios of the body and equip- 
ment makers, compared with assembly operations. Equip- 
ment and accessories makers, therefore, will be harder 
hit by higher wage scales than the leading automobile 
companies whose principal activity lies in automobile 
assembly. 

The same cross currents of costs appear in declining 
industries. In some, labor costs are high, in others low. 
The manufactured gas industry which developed symp- 
toms of decay in the past ten years, and flour milling 
where pre-war demand had been slowly receding due 
to changes in the nation’s dietary habits, both have very 
low labor ratios. On the other hand, in woolen and 
cotton goods, and in lumber where demand trends also 
have been retrograding, wage ratios are among the high- 
est. It is well to bear in mind that when demand does 
decline, industries with high labor ratios are far less 
able than others to resist or correct this trend. 

Normally, if the demand trend is favorable, an in- 
crease in wages is not met by price increases but by low- 
ering prices and thereby boosting volume. The expand- 
ing industry, under astute management, reduces costs 
by operating economies and above all, plant moderniza- 
tion. It does not invite competition by raising prices. 
In a stationary or declining industry, on the other hand, 
a high wage ratio may transform latent obsolescence 
into active obsolescence. In view of this, the long-term 
investor will do well to appraise future price develop- 
ments in this particular light, to look for such or similar 
symptoms. Where industries insist on higher prices 
to compensate for higher wages, the conclusion is often 
justified that the demand trend is not favorable and 
that the limit of compensatory operating economies is 
approached or has been reached. Such symptoms fre- 
quently can be detected long before the market becomes 
conscious of them. The investment conclusion, in such 
cases, is usually to sell out or at any rate not acquire 
holdings in such industries. 


Past examples are the coal, (Please turn to page 374) 








*INDUSTRIES WITH LOW WAGE RATIOS | 


(Below 20%) 
| Chewing gum.......... T% Conn syrup... occcccceed 8% 
| Soft drinks.............10% Vegetable oils.........18% 
i. eee 13% Paints & varnishes.......19% | 
Ny  Sneeitetatars: cre orciatcrcrertets -13% Cigars, Cigarettes.......19% | 
 SNQMMRED ccc'cc wae sows «5%  PrinGli@iiee. <.ceccccc 19% | 
Gas, manufactured......16% Flour, other grain products19% | 
Chocolate products. .... 18% 


*INDUSTRIES WITH MEDIUM WAGE RATIOS | 
(20% to 40%) | 


| 
| Cement...... wa deeewere 25% 
{ 


De COTTE CTECE eR Glass Mls. cnccccces 35% | 
Petroleum refining...... CO RO rere ae 
Containers (cans)...... 37% | 
Electr. appliances...... -29% Meat packers..........38% | 
Confectionery....... .--30% Tires and tubes........ 39% 
Glass containers........ 34% Aluminum............40% 
OE SREP oe -35% Machine tools.........40% 
MAUON cet ncecsdccvoes 35% Farm equipment........40% 


*INDUSTRIES WITH HIGH WAGE RATIOS 
(40% and over) 
Office Equigpment......41% Steel works and ene 











| Aircraft and parts....... 42% MUG adeccccceeecas 0 
| Automobile stampings...46% Cotton goods......... 54% 
| Locomotives...........-46% Ship Building.......... 54% 
|  *Based on 1939 Census. 
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Goodrich Photo 
Airplane tires awaiting shipment to world battlefronts 


A BOUT very few industries can it be said that changes 
brought about by the war have effected basic and appar- 
ently permanent improvement in investment status. This 
is outstandingly true, however, of the rubber manufac- 
turing industry. Indeed, in important respects, its posi- 
tion has been revolutionized. 

Whatever the future competitive relationship of nat- 
ural rubber to synthetic rubber, availability of the latter 
will importantly strengthen the situation of manufac- 
turers of finished rubber goods in the following two 
ways: 

(1) Synthetic rubber—a controlled chemical product— 
will force a “reasonable” pricing policy upon the pro- 
ducers of foreign natural rubber; and the sharp price 
gyrations which often plagued the manufacturers in the 
past will greatly diminish, if not disappear. More is in- 
volved than the question of 
possible inventory _ losses, 


vo. s-RUBBERS 


Our Two Stock Selections: 






Firestone Tire; General Tire 


BY WARD GATES 


(2) Since the characteristics of synthetic can be varied 
at will for a great range of differing applications, it will 
enhance the volume potentials in products other than 
tires and tubes. These “other products” already were 
showing relatively superior growth, accounting for near- 
ly half of the industry’s dollar sales in 1941, against one- 
third in 1929. This increasing diversification will make 
for better profit margins, which sometimes in the past 
had to be trimmed quite low on original equipment tire 
and tube business with the automobile makers. 

We have briefly discussed so far only the most basic— 
and probably lasting—changes for the better in this in- 
dustry’s situation. There are three other considerations 
which induce us to include it in our list of “the most 
promising industries” and which, together with the two 
changes above noted, account for the fact that rubber 
Shares have met with much 
above - average speculative 





which tended to even out 
over the long term. An im- 
portant consideration is the xe 


TIRE AND RUBBER STOCK GROUP 
VS. 283 STOCKS 


and investment demand for 
a great many months, their 
exceptional market strength 





amount of capital that must 
be tied up in inventory. For- 
merly, it was peculiarly 
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this year to date merely hav- 
ing been an extension of 
superior market  perfor- 





large both because of raw 
rubber’s long shipping 
routes and because the man- 


TIRE AND RUBBER 





mance in 1942-1943. These 
added considerations are: 
(1) The industry will 





ufacturers “stocked up” in 
periods of rising prices. *, 
On any given volume of 


benefit from high automo- 
bile production for an ex- 
tensive period after the war. 





finished goods output, even 
partial use of synthetic—plus 
stable prices for both syn- 
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(2) It has no important 
reconversion problem as re- 
gards peace-time products. 





Ditttittire 





thetic and natural rubber— 1939 
would call for smaller in- 
vestment in raw material 
inventory than formerly. 
Working toward the same end of eased inventory needs 
is substitution of rayon for cotton in tire cords. Result- 
ant greater liquidity would permit handling larger vol- 
ume of business without capital financing and/or some 
retirement in funded debt over the longer term. 


1940 1941 
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1942 1943 





1944 (3) During the period of 
reconversion in the automo- 
bile industry, it will be busy 


filling replacement needs of 


civilians for tires, tubes and other rubber articles. 


To sum up, we conclude that the outlook for the in- 


dustry is even more favorable than for the automobile 
industry and some of the other industries previously dis- 
cussed in this series of articles. On the other hand—and 
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this is the fly in the ointment—it is obvious that the mar- 
ket has gone a long way in discounting the favorable 


has heard more on the subject of U. S. Rubber and 
Goodrich managements in comparatively recent times 


considerations. While this publication’s index of 283 than about the others, for there have been major changes 
stocks is some 23 per cent under its 1937 bull market here. Where good management replaces not so good 
high, our index of rubber shares is well above its 1937 management, that is news. Where good management 


high and, indeed, at the highest figure since 1930. (See 
accompanying chart.) 

Rubber stocks are moderately priced in relation to 
exceptionally good war-time earnings, though conserva- 
tive dividends in most cases yield only around 4 per cent. 
They are not moderately priced, in most cases, in rela- 
tion to average pre-war earnings—but, of course, the de- 
cisive investment-speculative question is post-war profit 
potential. This will depend largely upon Federal taxes. 
Yet, with huge volume indicated (measured by past 
peace-time standards) and assuming prompt elimination 
of the excess profits tax, it seems virtually a foregone 
conclusion that for a goodly post-war period—perhaps 
three to five years—profits will be much above the pre- 
war average. Figuring post-war contingency charges 
much lower than now, volume perhaps 10 per cent above 
1941, profit margin no lower than in 1941, and effective 
Federal tax rate of no more than 50 per cent and pos- 
sibly as low as 40 per cent, some observers believe rub- 
ber companies might possibly have even somewhat bet- 
ter post-war earnings than now. 

Whatever the possibilities, the fact remains that the 


merely stays where it has long been—to wit, Firestone and 
Goodyear—that is not news. 

Pinned down to a difficult choice, we think Firestone 
is the No. 1 stock from an investment point of view. We 
give it the nod—by a far from wide margin of preference 
—for two reasons: (1) it has the best dividend record of 
the Big Four, having paid something on the common 
each year since incorporation in 1910, with the excep- 
tion of 1922 and 1923; and (2) over a period of some 15 
years it has successfully built up a chain of 656 Firestone 
retail stores, handling many of the company’s products 
and a long list of others. This added factor of diversifi- 
cation seems to us advantageous. 

Selection of a lower-price rubber stock for speculation 
also involves difficulty. Several of the smaller companies 
—Lee Rubber, General Tire and Dayton Rubber—have 
10-year earnings and dividend records relatively as good 
as those of the Big Four companies and in some respects 
better. Indeed, Lee Rubber—paying a well-covered $2.75 
dividend, which is larger than current rate of any of 
the Big Four—is only moderately behind the big com- 
panies in market price, being currently at 441%. The 


























ied stocks have already had a very juicy market “play.” other two—General and Dayton—are medium-low-price 
vill Therefore, the common sense investment attitude, we stocks, the former now around 241%, the latter around 
aah think, is to favor purchases only in periods of extensive 1914. The rubbers of still lower price, such as Seiberling 
si reaction. and Norwalk Tire, do not meet the speculative-invest. 
ell Turning now to the question of individual stock ment standards required in these selections. 
= selections (one for investment, one for 
ike more speculative appreciation) the an- = = — = = 
"a alyst is immediately confronted by an- 
alas other unusual thing about the rubber STATISTICAL COMPARISONS 
industry: namely that the leading com- 
ae panies differ mainly with respect to size Firestone General 
in- ; aa PA ae pena Tire Tire 
and are remarkably similar so far as con- eal 
d Capitalization: 
ms cerns the over-all investment or specula- Funded debt........ eT nee $44,777,000 None 
ast tive merits of the respective stocks. In — ao Vitiin tie cuieewsaaies $45, 000, 000 $6, aoe aoe 
WO ce j iffer =) ommon APCS. c cece reeves sesecesss 
ste token thereof, despite some differences- Market capitalization of common. . ... (at 50)$97,495,000 (at 25)$13,171,000 
€ also not very wide—in capitalizations, we 
ch find Firestone, Goodrich, Goodyear and 
ve United States Rubber common shares Income Account, 1943 Fiscal year (a) 
‘or currently priced “in a bunch”’—the low- NCCE CRE ee ee $545,389,601 $51,987,521 
Pir est at 49 (for Goodyear) the highest ata Crrerating PION es coe «oc cccesnsians $57,563,000 $6,690,395 
‘th fraction over (for Goodrich) Income Taxes (less post-war refund). . $37,450,000 $5,175,000 
53 aL Net for common (after reserves)..... $12, 458, ‘608 $1 575, 782 
BY: All have funded debts and sizable pre- Contingency Reserves............. $3,000,000 $100,000 
of ferred issues ahead of their commons. See —> sales...... 103% 12.6% 
or- i j ivati arned per common share......... 1 99 
o T hese eg erage ings — Earned on common % of market value 12.8% 11.96% 
amount to 310g million (roughly) for 1936-39 average per share......... $2.48 $2.38 
Goodyear, $98 million for U. S. Rubber, 1936-39 average net, » %o of market 
ill $go million for Firestone, $73 million Ue EMiia'e a Nae aciceudeoe glean ee 4.96% 9.5% 
10- for Goodrich. Yet when annual prior Diviclendh Males oe cccecncccsciecssc $2 $1 
eg : Current Dividend Yield........... 4% % 
X- charges are figured per share of common 
ar. outstanding, there is not much differ- 
nt ence except in the case of U. S. Rubber Balance Sheet (a) | 
ic where it is high because of 8% rate on — ob gg ua CR CCE Re sean 4 78,255 
non-callabl f = . COREG COMICC EES Opener ree 63,049,711 5,468,766 
ot |e able preferred—but this pre Inventories, net..-....-.sscssc0e0e- $93,766,250 $9,049,381 | 
erred is not cumulative, whereas the Total current assets........ 0... 0000. $181/327,268 $17,639,396 | 
0- others are. Firestone has the lowest Total current liabilities.............. $73,606,550 $4,238,219 
SV prior charges per share of common. oo ~~ RIM oe a) or ial wala Waco Sei $1 — $13, 1394, ,107 
of , ’ . = RNTONE WANs 6660505 occ ccecwe« eee - 
They ir differ — in products Book value per common share........ $53.26 $28.00 
7 or new See iri s, as all make Net current assets per share (b)...... : $8.38 $13.08 
« — pp "all sssseig ss be made out of (a) Fiscal year ended Oct. 31 for Firestone, Nov. 30 for General Tire. 
rubber an all are in plastics of one (b) After deducting all prior obligations. 
IS- kind or another. All appear to have ex- | 
d cellent managements. On this point one 
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Our No. 2 selection, then, is between General and 
Dayton; and we favor General. While there is little dif- 
ference in intrinsic quality, General Tire usually does a 
volume about three times greater than that of the other 
company. Moreover, being listed on the New York 
Stock Exchange—whereas Dayton is a Curb stock—Gen- 
eral is the more active, with superior marketability. 

Concerning Firestone Tire & Rubber Company—one 
of the oldest and best known industrial names in Amer- 
ica—one could write a sizable book and still tell only 
part of the story. Therefore, we shall take only a rela- 
tively brief backward look and center our attention large- 
ly on future potentials. 

The Firestone business dates back 44 years to 1900, 
being of course born with—and growing with—the auto- 
mobile industry. Though a wide variety of rubber prod- 
ucts are made—as well as a growing list of non-rubber 
items, including plastics and metal alloys—sales of tires 
and tubes made up nearly 70 per cent of dollar volume 
in the pre-war years. This ratio will eventually decline 
as a result of diversification, but hardly can change sig- 
nificantly in the early peace years of heavy demand for 
tires and tubes—demand higher than ever before. 


which tires and tubes are high on the list. 

The total investment in foreign countries is $30,542, 
612, comparing with total consolidated assets of about 
$274,000,000, but profits of foreign subsidiaries for the 
past fiscal year were $3,985,918 or over a fourth of total 
consolidated profit of $15,183,382; and dividends re. 
ceived from foreign subsidiaries amounted to a bit over 
$4,000,000. 

Firestone has for years been expanding its production 
of natural rubber on its own plantations in Liberia. Of 
200,000 acres owned, 75,000 have been planted to rubber, 
and trees on 45,000 acres have matured and are produc 
ing. This volume, though not reported, can not for a 
long time supply any great part of the company’s raw 
material needs. It is not important enough to give Fire- 
stone a preference—through vested interest—in natural 
rubber over synthetic. Like others in the industry, it 
will in future use either or both, depending upon costs 
and the physical and chemical characteristics desired for 
specific applications. 

Though sales volume was at record peace-time highs 
in the period just before the war, profits were not. For 
all of the industry, the days of lush profit margins—and 





A Typical Firestone Store and Service Station 


Competitive position has been well maintained over 
the years. Thus, dollar sales in the active pre-war year 
1937 were nearly 10 per cent greater than in 1929, despite 
much lower product prices. The company owns 19 do- 
mestic manufacturing plants and g in foreign countries, 
while subsidiaries operate another 12 domestic plants on 
leased premises. The foreign plants are in Canada, Eng- 
land, Argentina, Brazil, India, South Africa, Spain and 
Switzerland. 

When civilian production stopped (Firestone is now 
making dozens of war items) domestic plants had a 
capacity of about 1,625,000 pounds of tires and tubes 
daily; foreign plants, about 600,000 pounds daily. No 
doubt this will be found to have been stepped up when 
civilian production is resumed. The relatively large for- 
eign producing capacity will “come in handy” after the 
war, for the whole world is starved for rubber goods. 
Note that the foreign plants—none in war-ravaged areas 
of Continental Europe—are in countries where there 
will not only be good future demand for tires but also 
adequate purchasing power to pay for large volumes of 
now under-supplied essential goods of all kinds, among 
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of inventory windfalls in some years—were back in the 
middle 1920’s. For instance, Firestone had net earnings 
of $13,215,522 in 1927 on sales of $127,696,000; $7,694,- 
918 in 1929 on sales of $144,585,000; $9,269,177 in 1937 
on sales of $156,823,000. In the fiscal year ended last 
Oct. 31, sales were $545,389,000, net earnings $15,183.- 
383, equal to $6.40 per share on the common stock. 

It appears to us, as indicated early in this article, that 
the long-term investment risks in the rubber manufac- 
turing business have been decreased—yet note that in 
each of the past five years Firestone set up contingency 
reserves ranging from minimum of $1,500,000 to maxi- 
mum of $6,650,000 ($3,000,000 last year); whereas out 
of the preceding nine years only in one had there been 
such a provision and then only $125,000. For the five 
years ended last October 31 the total of contingency re- 
serves was $17,300,000, equal to over $8.80 per common 
share. The company appears to be well heeled for peace. 
True, the working capital ratio of 2.3 is much under fig- 
ure of nearly 6 in 1939 but latter was unusually high, 
due to special factors. In most pre-war years it ranged 
between 3 and 4. As war con- (Please turn to page 364) 


THE MAGAZINE OF WALL STREET 








} 





of she 
cludec 
refer 
article 
series 
Th 
make} 
pealir 
comp 
maxi! 
of lin 
year | 
casua. 
the vz 
and o 
ing tl 
and t 





F%Je ZFezer~n way 


JULY 





2542, 
ibout 
r the 
total 
S re 
over 


ction 
. Of 
bber, 
»duc- 
for a 
raw 
Fire. 
tural 
costs 


1 for 
ighs 

For 
-and 





the 
ngs 
345° 
37 
last 
33,- 
nat 
ac- 

in 


Xi- 
ut 


ive 





BY ROGER 





ly our April 2g issue, we presented an analytical series 
based on what we consider a sound approach in the 
evaluation of low-priced common stocks. The need for 
applying time-tested analytical yardsticks before enter- 
ing commitments in this type of securities rises in direct 
proportion to popular buying urge. Low-priced stocks 
have been in the vanguard of recent advancing markets 
and therefore observance of sound investment principles 
is more than ever called for. 

Naturally, this applies particularly to long pull in- 
vestors. Short term traders, having different objectives, 
operate on different principles. They play for a quick 
turn and frequently make money in low-priced equities 
that do not stand the tests we advocate. This has been 
amply demonstrated in recent advancing markets where 
low-priced stocks with relatively little or no investment 
merit have been in strong demand. 

In offering this second series of appraisals, we there- 
fore wish to re-emphasize that the conclusions arrived 
at are with an eye to long term speculative investment 
rather than short term trading though the possibility 
of short term price enhancement is of course not pre- 
cluded. To avoid repetition, the reader is invited to 
refer to the general principles set forth in our previous 
article which form the basis of approach in this current 
series as well. 

The statistical exhibit of American Encaustic Tiling, 
maker of ceramic tile products, is not particularly ap- 
pealing. Market valuation of the common stock issue 
compares unfavorably with net tangible assets, pre-war 
maximum sales and with working capital. It is far out 
of line with 1943 sales but then 194g was an abnormal 
year for the company. The concern is a distinct ‘‘war 
casualty” which accounts for sales shrinking virtually to 
the vanishing point. Manufacture of tiles ceased in 1942 
and operations since have been on a standby basis, await- 
ing the lifting of restrictions on building construction 
and the availability of labor for the manufacture of peace- 
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time products. A sizable building boom after the war 
should go a long way towards recovery of earning power. 
Pre-war earnings were erratic and on the whole modest; 
no dividends have so far been paid on the common. Were 
the company, after the war, no more than to repeat this 
showing, the stock selling at 3 against book value of $2.24 
would present no particular bargain; common stock val- 
uation presently is almost equal to pre-war maximum 
annual sales which together with the absence of divi- 
dends implies over-valuation rather than under-valuation. 

Pre-war sales figures, in this instance however, some- 
what lack normal significance in view of the fact that 
post-war volume, if a building boom materializes, should 
outrun pre-war sales by a considerable margin. Pre- 
war building activity, as we know, was below average. 
The stock, then, is essentially a radical speculation on the 
post-war building boom and on this basis is not without 
some merit. The company is free from debt and its 
properties are clear of any liens. So far, it has been 
fairly successful in safeguarding its assets during the war 
period but working capital has been declining and prob- 
ably will need replenishment for resumption of peace 
operations. To sum up: Statistically, the stock is no buy 
and appears over-valued. However, it has some specu- 
lative merit based entirely on expectation of a building 
boom. ‘The word boom is stressed, for mere average 
activity in the building field would hardly benefit the 
company sufficiently to improve on its pre-war showing. 

American Hide & Leather, selling at 4 against book 
value of $6.07 per share, is another situation with an 
unsatisfactory earnings record and no dividends paid so 
far. Reflecting this, and absence of concrete indications 
of any marked improvement in the future, the stock is 
statistically cheap, with valuation of the common issue 
little more than half of working capital and only about 
one-third of net tangible assets. In relation to sales and 
the size of the enterprise as a whole, the stock looks 
equally under-valued. Post-war business for a time 
































Am. Encaustic Am. Hide & 
iling Leather American Ice City Stores Beech Aircraft 
Market price of stock.............-. 3 44% 34 9% 4% 
No. of shares outstanding............ 333,879 584,950 559,197 1,209,540 400,000 
Total market value of common stock.... $1,001,637 $2,486,038 $3,774,580 $11,339,437 $3,450,000 
Preferred stock at par........eeceeees eS $3,705,000 $8,980,000 — —— 
Preferred stock at market............. $2,964,000 $6,196,200 — — 
Ro eee ee None None None $12,195,834 None 
RIM IRE ON og ois sisi eiercsetrie. osisieece'sieiers $145,899 $11,830,445 $13,456,457 $67,898,670 $126,578,384 
Net earnings (1943).............000. d$63,464 $686,286 $310,592 $1,513,697 $4,035,965 
For period of past eight years (pre-war): 
DABSIMUNN SALES <0. 7:5 10: crcrsis:cle ie'e's'eies $1,037,286 $8,742,116 $14,295,787 $53,872,064 $8,062,204 
Maximum net earnings............... $83,239 $567,923 $453,779 $1,408,175 $471,715 
Maximum net per share.............. $0.25 $0.53 d$0.69 $1.16 $1.18 
| OCU TETCECT ("| ER tae ae $191,910 $4,250,807 $4,854,593 $13,376,124 $2,699,445 
| BHGE CANGIOIO ASSO lS 6:0. o.0:6: 0:0 cr0.s:5-oisc0i0-5 $758,647 $7,256,057 $16,981,605 $34,260,501 $7,020,640 
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Federal Follansbee | 
Motor Truck eel Robert Gair Hat Corporation Hayes Industries | 
Market price of stock. ..........2008 85% 1% 444 814(h 13% 
No. of shares outstanding. :.......... 491,543 217,706 1,133,822 469 ,320(i) 333,000 
Tota market value of common stock.... $4,239,433 $1,551,155 $4,818,743 $3,797,315(i) $2,580,750 
Preferred stock at par.......sseeeeeee — $2,547,900 $3,727,840 ,166,800 
Preferred stock at market............. —— $1,248,471 $2,749,282 $2,340,144 — 
hi oink se xvnnenans None $193,973 $3,782,850 None None 
2 7 eee eee $25,789,358 $20,366,986 $26,576,096 $11,783,991 $22 482,593 
Net earnings (1943)...........00000. $655,248 $445,170 $848,681 $458,333 $648/017 
For period of past eight years (pre-war): 
DE RNIMINN DORIBS 5 o'56 20% 0 5:0 21s $10,651,889 $15,430,145 $23,393,330 $11,222 463 $2,612,451 
Maximum net earnings...........+.6+ $819,641 $445,964 $1,127,141 $779,390 $376,342 
Maximum net per share.............- $1.67 $1.46 $0.80 $1.13 
Working copital............0.200005 $2,672,465 $2,939,520 $3,082,983 $3,856,318 $1,140,025 
Net tangible anets.................. $4,041,000 $9,186,830 $14,354,408 $5,007,391 $2'119,150 
(i) A &B common. 
(h) B common—624. 








may be fairly good, permitting moderate earnings gains, 
but the longer range outlook holds little promise, con- 
sidering normally keen trade competition and vulner- 
ability of profits to price fluctuations of hides and 
leather. This greatly detracts from the merit of the 
moderately priced common, rendering the risk consid- 
erably above average. Viewed from this angle, the stock 
is no buy. Similar conditions explain the apparent cheap- 
ness of American Ice, selling at around 634 compared 
with book value of $11.68 per share. Statistically, the 
stock is cheap, with valuation of the common issue be- 
low working capital. Valuation of both, the common 
and preferred, fail to equal net tangible assets. With 
the arrival of mechanical refrigeration, sales and earn- 
ings have been severely depressed and since no offset to 
this long-term downtrend is in sight, the stock lacks 
appeal. A buyer would merely purchase a share in the 
assets, of uncertain liquidating value, without any pros- 
pect of price enhancement. 

A more promising candidate for speculative invest- 
ment is City Stores, selling at 934 against book value of 
$13.05 per share. Valuation of the common fails to equal 
working capital, and common plus funded debt together 
do not bulk excessively in relation to net tangible assets. 
No dividends have been paid in the past which enabled 
the company to build up working capital and reduce 
substantially outstanding debt. Because of the still siz- 
able obligations outstanding, future dividends at best 
would remain small, however. The current price to 
some extent discounts the beneficial effect from improved 
cost control and store rehabilitation. Thus despite the 


statistical under-valuation, future appreciation prospects 
can be regarded as no more than average. 

Federal Motor Truck, selling at about 85 or only a 
trifle above book value of $8.22 per share, on a statis. 
tical basis represents a fairly full commitment de. 
spite indications of fair earning power after the war. 
Its current business, of course, cannot be compared with 
normal volume prospects which after the war are at least 
open to some question. The current price, it seems, re: 
flects the mere immediate earnings outlook rather than 
longer term potentials. On the whole, the price risk can 
be said to be about average. 

Statistically, Beech Aircraft, like most aircraft equi- 
ties, has a good deal of attraction. The common cur- 
rently sells around 8534 compared with book value of 
$17.55 and even in relation to pre-war sales (maximum), 
the stock appears moderately priced. ‘Total valuation 
of common is about half of net tangible assets, and the 
uncertain post-war prospects of the aircraft industry 
appear adequately discounted by the current market 
price. Working capital is more than adequate for the 
expected sharply reduced post-war business. The com- 
pany which had a good start before the war and can 
point to an outstanding production record, expects to 
continue in the field, concentrating on personal type 
airplanes in the $2,000 to $3,000 price field. Moder- 
ately capitalized, the company should be able to make 
money though future earning power will nowhere ap- 
proach current war-swollen profits, and intense competi- 
tion from larger units in the industry must be reckoned 
with. As a radical speculation, the stock has certainly 
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Pittsbg. Kresge 
Screw & Bolt Dept. Stores Mullins Mfg. Norwalk Tire Spear & Co. 
Market price of stock............40- 534 9 1% 6% 844 
No. of shares outstanding............ 1,497,347 250,864 546,050 202,230 225,000 
Total market value of common stock.... $8,609,745 $2,257,776 $3,890,606 $1,238,659 $1,912,500 
| Preferred stock at par.............00- $900,000 $1,438,750(j) $438,200 $3,725,000(k) 
( Preferred stock at market $792,000 $2,417,100 $407,526 $2,477,125 
DE ES ee eer None None None None $369,750 
S's) 2 Ee ery $22,466,073 $9,043,707 $21,604,469 $5,984,863 $9,220,117 
Net earnings (1943).............000. $1,146,506 $214,454 $751,001 $162,166 $121,102 
For period of past eight years (pre-war): 
Maximum Sales......cccccccccccecs $19,235,991 $6,411,026 $18,290,885 $3,864,853 $10,962,805 
Maximum net earnings............... $1,252,698 $289,474 $924 331 $180,593 $1,016,337 
Maximum net per share.............. $0.84 $0.79 $1.32 $0.74 $3.58 
i CL en ee $4,473,475 $2,005,492 $7,974,568 $1,064,728 $4,565,853 
i Net tangible assets................42. $8,779,919 $4,095,015 $11,510,767 $1,453,683 $7,013,976 
| (j) stated value; liqu. (k) stated value, liqu. 
| value $3 million. value $4 million. 











THE MAGAZINE OF WALL STREET 





a mea 
Foll: 
ars I 
$28.61. 
to imy 
into th 
to cons 
asa re 
positio 
ently i 
stock. 

tangib! 


I ferred 


ing is I 
angle, 


| outloo 


ing po 
existen 
long te 
price b 
Goverr 
on its 
cially « 
fairly « 
Rob 
maker 
board 
has tk 
promis 
ment. 
around 
book \ 
Total 
mon is 
tangib| 
workin 
past ez 
divide1 
compa: 
conside 
longer 
The sy 
strong 
the un 
tracts 
price r 
age. 
Hat 
priced 
stock 1 
ing to 
outstar 
ture b 
overpr 
is $6.0 
to bot] 
stock a 
small 
were f 
mand | 
for the 
five tir 
er tern 
Mul 
book 1 
priced 
mon ¢ 
tough] 


lation 


JULY 











—$—$. 


spects 


miy a 
Statis. 
t de. 
war, 
with 
least 
1S, Te 
than 
k can 


equi 
cur: 
1e of 
lum), 
ation 
d the 
ustry 
arket 
r the 
com- 
| can 
ts to 
type 
oder- 
nake 
» ap. 
pet- 
oned 
uinly 





EET 


a measure of attraction for the more venturesome. 
Follansbee Steel, maker of forged steel products, ap- 
ars moderately priced at 714 as against book value of 

$28.61. Reorganization of the company in 1940 has led 

to improved operating results which should continue 
into the peace period though operations will be subject 
to considerable deflation when the war ends. However, 
as a result of fairly good war-time earnings, the financial 
position has been strengthened and working capital pres- 
ently is almost twice the total valuation of the common 
stock. The latter amounts to only about one-sixth of net 
tangible assets, and total capitalization including pre- 
ferred stock at par and the small funded debt outstand- 
ing is barely one-half of that item. From every statistical 
angle, the stock looks undervalued. The post-war sales 
outlook should be at least fair, presaging improved earn- 
ing power though dividends may be some time off due to 

existence of $8.75 arrears on the preferred stock. As a 

long term speculative investment, the stock at current 

price has attraction. As the result of the cancellation of 

Government contracts, the company has already started 

on its reconversion plans and post-war potentials espe- 

cially during the immediate post-war years are judged 
fairly optimistically. 


value of $3 million, is still well below working capital. 
The common valuation moreover compares favorably 
with pre-war sales and earnings, and the stock sells at 
barely six times best pre-war net. While pre-war sales 
were spotty and no dividends have been paid since 1936, 
the post-war outlook points to satisfactory results. Mul- 
lins’ war experience in stamping and pressing is believed 
to open up an entire new field of operations, with 
stamped and coated metals expected to compete with 
plastics, particularly in kitchen appliances. The man- 
agement optimistically expects post-war sales to com- 
pare favorably with war-time volume, last year amount- 
ing to $21.6 million. Whatever the actual prospects, 
Mullins as an important supplier of consumer goods in- 
dustries should do well after the war. In 1936, when 
earnings were g8c per share, the common reached a high 
of 1954 but subsequently dropped to around 5 in the 
wake of several deficits. Both statistically and on basis of 
overall prospects, the common at current prices has mar- 
ket possibilities. 

Hayes Industries, a relatively young concern organized 
in 1935 and engaged in the manufacture of automobile 
and aircraft parts and equipment, received a consider- 

able fillip from war work, re- 





Robert Gair Co., leading 
maker of paperboard, box 
board and paper containers, 


TEN LOW-PRICED OPPORTUNITIES 


sulting in marked strengthen- 
ing of the company’s financial 
position. The forthcoming 





dividends paid only since 1941, 
company’s position improved 


has the makings of another Senet Olt Div. post-war boom in the automo- 
promising speculative  invest- Name of stock price dend Yield bile industry, together with the 
| The 1 's standi 

ment. ve common - sells = . company’s standing as a sup- 
id 4! compared with Parker Rust Proof.. 23 $1.50 6.5% li ; of aircraft , qui man 
ee 44 compet wn Motor Products... 223, 1.00 4.3% pher of aircrait equi] 

book value of 35-46 per share. Allied Stores. wees 2016 0.60 3% point to favorable post-war de- 
Total valuation of the com- Reynolds Spring... 127 0.50 4% velopment of business but this 
mon is about one-third of net oe sais wax an Tae prospect appears at least partly 
tangible assets and exceeds i... «wa 150 88°, discounted by the current mar- 
working capital by 359%. While pies mg Car... 12% 1.00 7.7% ket price of the common which 
ast earnings were erratic and merican Stove... 2114 1.20 5.7% sells at around 734 compared 
M 5 Federal Mogul.... 195% 1.00 5% 7% P 


with book value of $6.36 per 
share. Total valuation of the 





considerably since the war and 

longer term outlook promises further gradual growth. 
The speculative character of the capitalization injects a 
strong element of leverage, in the past responsible for 
the unsatisfactory earnings record, which somewhat de- 
tracts from the stocks’ longer term potentials; still the 
price risk at current levels should be no more than aver- 
age. 

Hat Corporation, at 814 looks statistically moderately 
priced with total market valuation of Class A and B 
stock not quite equalling working capital and amount- 
ing to about 75% of net tangible assets. Inclusion of the 
outstanding preferred stock somewhat modifies this pic- 
ture but on the whole, the stock cannot be considered 
overpriced in relation to future potentials. Book value 
is $6.05 per share. Working capital is large in relation 
to both assets and sales. On a qualitative basis, too, the 
stock appears an acceptable speculation despite relatively 
small pre-war earnings; dividends on the other hand 
were fairly generous in relation to profits. Post-war de- 
mand should hold up well with good business indicated 
for the immediate years after the conflict. Priced about 
five times best pre-war earnings, the stock over the long- 
ér term should have market potentials. 

Mullins Manufacturing, selling at 714 compared with 
book value of $6.01 per share, has attraction as a low- 
priced speculation. Total market valuation of the com- 
mon amounts to about half of working capital and 
toughly one-third of net tangible assets. ‘Total capitali- 
lation including preferred stock taken at the liquidating 
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common is over double work- 
ing capital and exceeds net tangible assets, hence the 
stock can hardly be called genuinely low-priced. More- 
over, the valuation of the common appears high in rela- 
tion to best pre-war sales. While the equity may not be 
without enhancement potentials, at present these ap- 
pear adequately discounted marketwise. 

Pittsburgh Screw & Bolt, selling at 534 compared with 
book value of $5.86, does not look particularly impres- 
sive. Past earnings were relatively small and dividends 
irregular; in view of the competitive inroads into use of 
the company’s products by welding, post-war prospects 
are not very encouraging from the investment stand- 
point. On a statistical basis, the stock is not overpriced, 
with the outlook picture probably militating against any 
undue rising tendency. Total valuation of the common 
issue about equals net tangible assets and is roughly 
double the working capital. Market possibilities of the 
common appear distinctly below average. 

Kresge Department Stores at g appears adequately 
priced, especially in relation to past and current earn- 
ings, and thus represents no bargain at present market 
levels. Since prospects of marked earnings improvement 
after the war are at least open to question, the stock has 
below average merit both on a quantitative as well as 
qualitative basis. 

Spear & Co., operating eight retail stores normally 
selling furniture, floor coverings, radios, refrigerators, 
stoves and other household goods, has been severely af- 
fected by war-time shortages (Please turn to page 364) 
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This corporation, organized in 1929 by the Van Swer- 
ingen interests, has correctly been described a “Railroad 
Dream.”” In conception the corporation was to have 
been a super holding company controlling a vast net- 
work of railroads from coast to coast. 

Original investments at time of organization were in 
stocks of the Chesapeake Corporation (an intermediate 
holding company through which bulk of C & O holdings 
were acquired), Chesapeake & Ohio Railway Company, 
Nickel Plate, Erie, Buffalo, Rochester & Pittsburgh, 
Wheeling and Lake Erie, Missouri Pacific, Pere Mar- 
quette, Pittston Company, Lehigh Coal & Navigation, 
Kansas City Southern, and Great Northern. Many of 
these holdings—chiefly Buffalo, Rochester & Pittsburgh, 
Kansas City Southern, and Great Northern—were subse- 
quently sold. In others, notably Missouri Pacific, there 
were huge bankruptcy losses. 

No purpose would be served were we to examine the 
fortunes of this company since its inception, for recent 
developments, i.e., since January 1, 1944, have completely 
altered the status of the corporation. We shall there- 
fore hurdle the intervening years and begin our study by 
analyzing Alleghany’s portfolio as of December 31, 1943. 

Even a cursory examination of Alleghany’s capitaliza- 
tion discloses the leverage potentialities of the junior 
equity. Hence it occasioned little surprise in Wall St. 
when the management took advantage of the marked 
strength in rail securities early in 1944 to take measures 
towards ultimate elimination of debt and re-establish- 
ment of some value for the junior preferred as well as 
the common. The first step was taken in March 1944 
when 704,121 shares of C & O were sold at 4634 net, 
providing some $32 million of funds for Alleghany. The 
C & O shares sold represented approximately 40% of 
Alleghany’s then holdings. Second step towards ulti- 
mate re-establishment of equity values was taken in May. 
At that time, remaining $40,798,000 of 5% bonds out- 
standing were called and $30 million new 10-year Con- 
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er shar 
Sit 1943) 
Ohio Photo From 
vertible 314% notes sold, thus effecting marked interest saa 
savings. The almost $11 million difference was pro- ‘nt 
vided by the company’s surplus Treasury cash. A $9 la 
million bank loan, carrying interest at only 1%, will a 
apparently remain outstanding for the time being. eo, 
As a result of these developments, annual fixed charges tel 
of Alleghany will have been reduced from $2.94 million wane 
in 1943 (peak charges $3.94 million in 1932) to $1.06 fro 
million, and at the same time its maturity problems (all nr 
three bond issues matured in 1944, 1949 and 1950) will Dnde 
have been resolved. Alleghany has placed itself in a Weal C 
position to become entirely free of debt. Indenture pro- a te 
visions of the new convertible notes provide that excess ain 
income from pledged collateral over and above interest oa 
requirements must be segregated in a Sinking Fund to th 
retire bonds. Should C & O continue to pay only $3 per Rie 
share for the entire 10 year period (50c extra has been fj... weeds 


paid for last three years), approximately nine-tenths of 
the entire issue would be retired at maturity. 

Additionally the possibility of accelerated retirement 
exists through the convertible feature. Were the current 
market to broaden perceptibly and rail equities parallel 
the current rise in railroad bonds, C & O stock might well 
advance above 50 and conversion induced. Were Alle- 
ghany bonds converted into C & O stock at 50, some 
600,000 shares would be required for that purpose. Alle: 
ghany would then be left with 500,000 shares or slightly 
over 6% of total amount of C & O stock outstanding. 
For all intents and purposes Alleghany would stil! possess 
working control. 

What are the values of Alleghany securities in the light 
of the changes described? In 1943 Alleghany had $6, 
172,576 available for bond interest. Deducting there- 
from $2,464,000 (loss of income from 704,000 shares of 
C & O sold) would provide Alleghany with $3,708,000 
available income (after taxes and expenses) to whichf. 34, 
should be added possibly $500,000 income from its de: fhares oF 
faulted rail purchases in April and May, of some $10fbe Dow 
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uillion. Total income from 1944 and years immedi- 
tly following would then be $4,208,000, from which 
xed charges of $1,065,000 would be deducted, leaving 
3,143,000 available for the senior and junior preferred 
kocks. Bulk of this income would be segregated to re- 
ire the new 314% notes. Little or no income would be 
wwailable to flow through to the 111,638 shares of $2.50 








CAPITALIZATION 
funded Debt 12/31/43 Outstanding 
ajieank Loan, due 6/1/44. occ sceses cc ces $15,446,123 
Collateral Trust Convert. 5s/1949..........006- 21,661,000 
Collateral Trust Convert. 5s /1950............4. 
Piweee ne TOMtiee cols Neti oc ctcls ose cic'ess's 86. 4,853,000 
Ganendene ING CONS. 6ic0.s.o- o(c.cic. 6.06s'eis.cisle sie:e 14,284,000 
Ota HEA Ett a isieicic creo oioictereoreiolv claiotvislenie/eicvsie $56,244,123 | 
$2.50 Conv. prior pfd (no par).........eeceeeees 111,638sh. 
$5.50 Cum. Series A pfd ($100 par)...........-- 667,539sh. 
OPINION COL) PME) Sains: o05-6.4. 056/005 0 olos6's.c10 wioveiere erie 4,522,597sh. 














preferred (selling at 55, callable at 50, and on which 
§23.125 arrears per share had accumulated as of Decem- 
ber 31, 1943), and to the 667,539 shares cumulative pre- 
erred (selling at 29, callable at 105 and on which $69.66 
pr Share accumulations had accrued as of December 31, 
1943): 

a the foregoing it would seem that indenture pro- 
isions of the new 314% notes precludes any cash flow 
hrough to either preferred issue, let alone the junior 
equity. Value of these issues depends chiefly on future 
alues of the company’s assets. Fully recognizing this, 
vhen some 704,000 shares of C & O were disposed of in 
larch, the management utilized $10 million of funds 
pbbtained in its sale to purchase a miscellaneous repre- 
entation of defaulted rails, primarily senior obligations 
bf such carriers as the Chicago & Northwestern (both old 
md when issued), St. Paul, Rock Island, Denver & Rio 
rande, Florida East Coast, Missouri Pacific, Interna- 
ional Great Northern, New Orleans, Texas & Mexico, 
‘ew Haven, Frisco and Seaboard. The management is 
essing capital appreciation, since only through capital 
ppreciation can any “daylight” ever be attained for the 
quity. 

Market value of Alleghany’s remaining assets as of 
is writing, eliminating 704,000 shares of C & O sold, is 
between $80 million and $go million. After deducting 
39 million of debt and bank loans, $49 to $50 million 
ill remain for both preferred stocks. The senior $2.50 
referred is callable at 50 and there has accumulated 
rears Of $23.125 (as of December 31, 1943). Some $8.1 
hillion would be needed to retire this stock if arrears 
ere paid off and the company was forced to retire the 
sue at its call price. The junior $5.50 preferred is call- 
ble at 105 and there has accumulated $69.66 of arrears 
a of December 31, 1943). $113 million would be 
eded to retire this entire issue at its call price, plus full 
rears. Yet there is available at this writing only $30 
0 $40 million remaining assets allocable to the junior 
referred, which computation is equal roughly to be- 
een $48 and $60 per share (current market 29). Alle- 
hany’s portfolio would have to appreciate some $80 
tillion to cover the deficit of the junior preferred. This 
fems impossible of achievement, for were C & O stock to 
ise sharply, Alleghany would automatically lose 600,000 
hares of its most valuable asset, C & O, and even were 
he Dow Jones Rail average to duplicate its rise of the 
ts—from 65.52 in 1921 to 189.11 in 1929—total value of 
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Alleghany’s portfolio would probably not enjoy a rise of 
$80 million to overcome such a deficit. 

Under the foregoing circumstances, what hope is there 
of establishing any equity for the junior preferred and 
the common? As we see it, now that Alleghany’s debt 
has been reduced from original amount of $85 million 
to $39 million ($30 million 314% notes plus $9 million 
bank loans), the management must adopt a policy of 
gradually retiring both preferreds preferably through 
open market operations. This would seem in line with 
what might be construed as logical management policies, 
especially as the income flow will be limited by inden- 
ture provisions of the new Convertible 314% Notes. As 
a portion of its assets are liquidated, and as some income 
flows through to the Alleghany Corp., such funds may 
be used, moderately at first, and subsequently to an ac- 
celerated degree, as the company’s debt retirement policy 
permits of greater cash availability for such purpose. 

Prior to summing up the Alleghany picture and giv- 
ing our ideas as to the value of the individual Alleghany 
issues, One more consideration should be mentioned. & 
is obvious from this study that C & O has been the key- 
stone of the Alleghany investment arch. However, some 
breaches in the arch have already been made, 704,000 
shares of C & O already having been sold, and 600,000 
additional shares may conceivably be lost through ulti- 
mate conversion. Yet C & O will still remain an impor- 
tant asset in the Alleghany set-up with a minimum of 
500,000 shares likely to be retained permanently. 

Interest in greater income flowing through to C & O 
and thus ultimately to Alleghany is therefore great. More 
than any other single factor, therefore, Alleghanv’s need 
for larger earnings and larger dividends on C & O stock 
has accounted for persistent rumors of a merger of Nickel 
Plate, Pere Marquette, Wheeling & Lake Erie and pos- 
sibly Pittsburg & West Virginia with C & O. Were such a 
merger effected, ultimate earnings on C & O might reach 
$6 or $8 a share, permitting dividends of between $4 and 
$6 a share and a possible market price of $100 or more 
on C & O stock. Therein lies the greatest speculative 
possibilities to holders of Alleghany securities. 











INVESTMENTS, December 31, 1943 
No. shares Indic. Mkt. 
Pledged or Princ. Amt. Cost Dec. 31, 1943 

at oe Cr epeerererrerr reer 1,844,695 $69,853,135 $83,011,275 
Pittston Co.: 

Cl. B. pref cap stk......seccceeee 29,190 10/17 5,931,590 2,160,104 

Common cep stk.ccccccccccccece 248,120 4,354,326 2,543,230 
Missouri Pacific: 

MUNN  cdcccvedcccecccccece 44,100 6,029,785 aren 

COMMER so ce cccccccccccssevncs 497, 39,605,464 Seeeal 

Conv. 5148, 1949... .cccccceees $11,152,000 11,292,156 1,059,440 
Lehigh C. & Navig. Common....... 25,146 1,300,642 210,598 
Wheeling & L. E. 4% pr lien stk.... 54 5,805 4,860 
Terminal shares 534% Notes....... 13,333,557 6,000,000 6,000,000 

Unpledged 

U. S. Govt. securs: 

Savings Gonds....ccccccccccccce $50,000 $50,000 $50,000 

THORS D966. ccc vcccccccccccce 24,050 24,050 24,245 | 
General Aircraft Corp. common..... 30,000 60,000 60,000 
Mi i Pacific common.......++++ 25,000 2,343,430 —- 

















The new 10-year convertible 314s are amply protected 
by a heavy Sinking Fund. If C & O dividends are main- 
tained for the next decade at the 1943 rate, of $3.50 per 
share (including extras) $2,875,000 of the new notes 
would be retired in the first year, and only $490,000 
bonds would remain outstanding at maturity. Converti- 
ble option adds to the attractiveness of the issue. We 
consider these short term notes a splendid short term 
investment medium. 

The senior $2.50 convertible (Please turn to page 369) 
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Business in the medicine and proprietary products 
field has been very active and prosperous during the 
past few years. This has partly reflected the greater 
spending power of consumers, partly the Government 
buying of many of these items for the armed forces, and 
partly the cutting off of foreign competition on some 
items. Even some of the companies which formerly did 
a very large export business, which has been curtailed 
by the war, were able to show increasing total sales in 
the 1941-1943 period. 

One of the factors which has produced a great increase 
in business has been the sale of vitamin products. A 
number of the companies described below are in this 
field. Some estimates place the total sales of vitamin 
products in the United States at near to $200,000,000 a 
year at present. Some of the companies have been active 
in developing other newer products, such as sulpha drugs, 
while more recently there has been a new and very 
promising field in the making of penicillin, the “magic” 
curative mold which is so effective against many diseases. 

Among the companies which have gone into the mak- 
ing of penicillin on an important scale are Bristol-Myers 
and E. R. Squibb. Further data on the activities of these 
two will be found below. At present, practically all of 
the available output of penicillin is taken for use of the 
armed forces. So much has been published as to what 
this substance will do to cure disease that it seems certain 
to be a big factor in the future plans of others in this 
line of business. 

The post-war outlook for the drug, medicine, cosmet- 
ics, dentifrice and other lines covered by the companies 
described in this article, appears to be generally prom- 
ising. As a whole, however, the stocks of these compa- 
nies may have discounted much of their prospects. They 
have had rising markets for 
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these companies have reported large earnings year aft 
year, and some of them even went through the 1930-194 
depression with only a small falling off in their incong : 
This largely reflected the widespread advertising of theff saga 
products, resulting in continued good business at thgs Of 
time when almost disastrous declines were developing if !°! 
many other industries. 
Sterling Drug, Inc., known for many years as a 
Products, is probably the best known company in thi 
group. Its products have been sold in nearly all par 
of the world. The most important is Bayer’s Aspirj 
which was once controlled by the German drug carte 
This aspirin is now marketed by Sterling in many par 
of South America and other countries, and is one of tif goer | 
largest sellers in this country in this field. Other inf Bristol-t 
portant products of the company are Phillips Milk @ Chesebs 


——— 


Name « 


Abbott 





Magnesia, Fletcher’s Castoria, Cascarets, Danderine an eee 
Ironized Yeast. There are a number of other speci [amber 


ized items which are advertised in newspapers and of Lehn & 
the radio. In recent years, Sterling Drug has develope§ McKess 
markets in a number of vitamin products and this bug yoni. 
ness is expected to expand. The company has built if Parke, [ 
large trade around some of the more important hong Plough, 
remedies, but it also has had a steady expansion throug Sharp & 
the acquisition of control of a dozen or more other con Sterling 
panies in recent years. ‘Total sales in 1943 were $5(f United 
394,478, an increase of nearly $6,000,000 over the ye Vick Cl 
before. Expenses were nearly as much larger, whig nite 
operating profit was only a little more than in 194 
Taxes in 1943, however, showed a material decrease fro! 
the previous year. The final net income of $7,806,318) pay y 
was $720,000 above 1942. Per share earnings in 19 hare 
were $4.45, compared with $4.05 the year before. Thefong 
two years were smaller than any previous year since t ) $24.65 

early 1930s, and in a NU tion | 
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some time and several of 
them in the past few weeks 
have sold at the best levels 


DRUG AND TOILET ARTICLES STOCK GROUP 
VS. 283 STOCKS 
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°*%283 STOCKS of $10 par value capithyenses 

a oot? stock. Net assets vali 990 ; 
Peviayernl evernnvey Teen) back of the stock are $244 ailable 
1942 1943 1944 a share of which $11.07 Ives) w 


in net current assets. 
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ompany is principally known for its soap and soap pow- 
ers, but it is also an important factor in the proprietary 
pods field, through its widely advertised tooth paste, 
pilet preparations, shaving soap and cream and similar 
ems. Its best known soap is Palmolive (“What is the 
ourteen Day Palmolive Plan” is familiar to all radio lis- 
mers, and through magazine advertising). Colgate had 
poss business in 1943 of $134,951,099, an increase of near- 
}$16,000,000 over the year before. Operating costs were 
arly $12,000,000 larger but net operating profit was 
ore than $4,000,000 above the previous year. Taxes were 
hout $2,800,000 larger in 1943. The net on the com- 
jon Of $6,065,696 was more than $1,200,000 above 1942. 
et equalled $3.10 per share on the common stock 
minst $2.47 the year before. The 1943 earnings were 


ar aftg , : 2% 
30-1 99ttte than for any previous year since 1929. Dividends 
2 Bere increas $1.5 ast year, against : 
incom@re increased to $1.50 a share last year, against $1.25 


11942. Colgate has no funded debt. The 125,000 
hares Of $4.25 preferred stock of no par value is callable 
101. The outstanding common is 1,962,807 shares, of 
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every year over a long period, American Home Products 
had shown earnings better than $2.50 a share and in sev- 
eral, income had been well over $5 a share. There has 
been a very long record of dividends. The 1943 rate 
was $2.65. For a long period, payments have been made 
on a monthly basis of 20 cents a share, with occasional 
extras. The minimum dividends for any year in well 
over a decade was $2.40 and the maximum in recent 
years was $2.80. The December 31, 1943, balance sheet 
showed net current assets of $26.71 a share, without de- 
duction for the bonds which are ahead of the stock. After 
allowing for the bonds, the book value of the stock was 
$20.85 a share. The outstanding bonds total $14,250,125. 
There is only one class of stock with 946,886 shares at the 
end of 1943, par $1. This has been increased somewhat 
so far this year. 

United Drug, Inc., is a holding company for a num- 
ber of manufacturers of medicines, toilet articles, sta- 
tionery, druggists’ supplies, rubber goods, candies and 
other items sold in drug stores. The total number of 



























Sterliy 
in a STATISTICAL TABLE—DRUG AND PROPRIETORY COMPANIES. 
i oe Earnings Dividends 

Pe Annual nnual Net 
\spiri Average Average First Price Range Current 
* Carte 1936- 1936- half 1936-1942 1943-1944 Assets Recent 
Ly par Name of Company 1942 1943 1942 1943 1944 igh Low igh Low Per Sh.* Price 
‘orn Abbott Laboratories.......... $2.60 $4.19 $2.02 $2.00 $1.10 1% 3214 6314 5114 $16.47 6214 
- OF Ut Amer. Home Products........ 4.70 5.75 2.58 2.65 1.20 6614 3034 7414 534 26.71 74 
her inf Bristol-Myers. .....0+eeeeeees 3.65 3.89 243 1.90 1.00 533, 98 50 3745 9.90 4914 
Milk of Chesebrough Mfg............. 6.71 7.82 6.28 5.50 2.50 130 704% 116 80 32.07 193 
ne ani) Colgate-Palmolive-Peet........ 1.70 310 0.90 1.50 050 92534 7% 9954 1614 1465 29 

. OGY) LIRA ASE See ARnener 0.56 0.65 0.35 0.30 0.15 1014 21% 6% 271% 3.22 6 

SPORE Rs once ccc ccccccsves 1.87 2.93 1.64 2.00 0.75 2634 814 2934 1758 7.75 2914 
and of Lehn & Fink Products......... 1.43 3.22) 1.39 1.40 0.70 2134 6% 227% 143% 7.26 2114 
ve lope McKesson & Robbins......... 1.75 63.95) O31 1.15 O65 154 9% 257/, 1414 31.55 24 
is b BAG, JONSON: «ooo <isic ccc ce 9.56 11.38 6.57 625 3.25 17034 7934 160 125 32.91 160 

.,. .E Norwich Pharmacal........... 41:00 f:12 0.98 0.60 0.30 23 14 16 854 3.33 1314 
uit If Parke, Davis........eeeeeeees 1.73 1.61 1.65 1.30 0.60 503¢ 1914 32 271% 4.57 30 
t NGMMEMOUGN INOS ste 3:6.5(010's 010-0100 10.0 0.99 1.41 0.77 0.60 0.30 20! 6 17 814 10.59 1514 
hrousg Sharp & Dohme............ os O62 t6F 0.09 0.50 0.25 14 3 164% 85% 4.31 13% 
2. IER. SQUIDD & SONS.%. <:0.6.05 00% 3.39 4.92) 1.18 2.00 1.00 5114 22 70 49 37.03 60 
CT COM Gerling Drug. ...-.csccsesess 5.03 4.45 3.57 3.00 1.50 80°34 42 6734 5814 11.07 67 
re $508 United Drug.........sccccces 1.22 2.38 018 — — 1614 27% 1514 15 2422 16 
he vem Vick Chemical............... 4.00 3.37) 2.80 2.00 1.00 4916 30 47 4014 11.53 45 

whi Ponite Products... ..0.....+5¢ 0.16 0.62 0.04 0.30 — 936 14 614 2 1.67 6 
a 194 J—Year to June 30. *On common, without deduction for prior securities. 
se ho-———— 
806,31 ppar value. The common had a book value of $22.21 separate things made and distributed runs into many 
in 19Mshare at the end of 1943. The current position was hundreds, with over 300 of them trade-marked. The 
-T . ong, with net current assets of $48,387,090, equal company operates the Rexall Stores, located in the 
nce 


) $24.65 a share on the common, without making a de- 
a nUAction for the preferred stock. 
ngs Mf American Home Products Corporation has acquired 
the to large number of other companies through exchange of 
39- Dik stock for that of the ones acquired, or through pur- 
vo yeilhase of the assets for cash. A number of its pharma- 
1aN PlPutical, medicinal and cosmetic products also wax and 
In 19Mlishes, have been widely advertised. Kolynos tooth 
» Williste is among the most widely advertised, also BiSoDol, 
a sha bhnson’s Floor Wax, Anacin and Three-in-One Oil. It 
paid {kes a number of baby foods and also has been ex- 
r yedlinding its activities in vitamin products. There are also 
nly oF large number of home remedies in its long list of prod- 
8, Rts. The company had $84,667,986 gross in 1943, an 
) shatthrease of nearly $25,000,000 over the previous year, but 
caplipenses were $20,500,000 larger and taxes almost $2,- 
vall}000 above the 1942 total, with the result that net 
e $24hilable for dividends of $5,439,191 (before special re- 
11.07 Ives) was only $1,100,000 above 1942. Net per share 
B. 1943 was $5.75 a share (before deducting 58 cents a 
ve - Pare for post-war reserves) against $4.88 in 1942. For 





TREEWLyY 8, 1944 


Aen ee 


United States and several foreign countries. There are 
over 500 of these stores in the United States and about 
50 in Canada. United Drug has had large earnings for 
years, but has not paid any dividends on its capital stock 
since 1937. The 1943 gross was the second largest of any 
company in this group, being $138,913,407, an increase 
of nearly $17,000,000 over the previous year. Net earn- 
ings (before special reserves) were $2.38 in 1943 against 
$2.29 in 1942 and $2.09 in 1941. The consolidated bal- 
ance sheet at the end of 1943 showed subsidiary funded 
debt of $19,333,000. The United Drug securities are 
100,000 shares of no par $4.75 preferred stock and 1,351.- 
584 shares of $5 par common. The net current assets as 
based only on the common without allowance for the 
senior securities amounted to $24.22 a share. The book 
value of the common was $13.63 a share. 

Bristol-Myers Company was once a part of Drug, Inc., 
out of which also came United Drug. Bristol-Myers has 
a number of widely advertised products, several of which 
sponsor radio programs, such as Ipana tooth paste, Sal 
Hepatica, Mum, Vitalis and Minut Rub. Among a num- 
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ber of other products are shaving brushes (it also makes 
a brushless cream) and vitamin products. Net sales in 
1943 were $28,689,558. Earnings have been large for 
the entire period since this company started independent 
operation in 1933, and have been above $3 a share each 
year starting in 1935. The 1943 net was $3.89 a share 
against $4.09 in 1942. Dividends were $2.40 to $2.60 a 
share each year until 1942, when $1.90 was paid, and 
the same amount was disbursed in 1943. The company 
has only one class of security consisting of 667,251 shares 
of $5 par capital stock. At the end of 1943, net current 
assets were $9.90 a share. 

Lambert Company was a big factor in the stock mar- 
ket in the 1920s with earnings above $10 a share in some 
years, dividends of $7 to $8 in many years, and with the 
stock making a 1929 high of 15714. The company at one 
time had only one important product, Listerine, but has 
added a number of others including tooth paste, cough- 
drops, shaving cream and Pro-phy-lac-tic brushes. Its 
subsidiary, the Pro-phy-lac-tic Brush Co. has developed 
some important plastic products. Earnings and divi- 
dends of good size were maintained by this company 
during the 1930-1932 depression and there were 
sizeable earnings in every year in 
the 1930s, with the smallest at 
$1.54 a share in 1937. The income 
has increased in the past three 
years, having been $2.08 a share in 
1941, $2.80 in 1942 and $2.93 in 
1943. The smallest dividend for 
any year in a long period was $1.50 
a share, which was the rate from 
1938 through 1942. In 1943, pay- 
ments were $2.00. Lambert has 
only one class of security, with 
746,371 shares of no par value 
capital stock. Net current assets 
total $7.75 a share. 

McKesson & Robbins, Inc., went 
through vicissitudes a few years 
ago that resulted in reorganization, 
but it has come out in strong con- 
dition. It is a large manufacturer 
and distributor of drugs, cosmetics 
and special products and is also 
one of the larger distributors of 
liquors. It acquired working con- 
trol of two distilling companies, 
which are now engaged in making alcohol for the Govern- 
ment. McKesson is also agent for a number of foreign 
wines and liquors and distributes them in this country. 
McKesson had by far the largest gross of any of these com- 
panies, doing $242,496,294 total business in the year to 
June 30, 1943, an increase of nearly $140,000,000 over the 
year before, but even with great increases in expenses, its 
operating net of $16,168,699 in the 1943 fiscal year was al- 
most $11,000,000 over the previous year. Net earnings in 
the 1943 fiscal year was $3.15 a share before special re- 
serves. In the first half of the fiscal year to June 30, 1944, 
net income was $1.51 a share. Dividends in 1943 were 
$1.15 a share against $1.00 the previous year. The com- 
pany has $12,131,000 bonds, 150,000 shares of no par $4 
preferred and 1,682,726 shares of common stock, par 
$18. Net current assets as figured solely on the common 
without allowance for prior securities was $91.55 a 
share. 

Parke, Davis & Company has had a long record of fair 
earnings and dividends. It is the maker of a number of 
medicines, pharmaceuticals, biological products and 
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Bottling drugs under strict sterile conditions 


special items used by druggists and doctors. Its mar. 
kets were world-wide before the war. Earnings have 
been in a narrow field for a long period of years, rang. 
ing from $1.39 a share to $1.89. The 1943 net was $1.61 
and $1.30 was paid in dividends. Gross of the company 
in 1943 was $49,841,377. There is only one class of secu. 
rity, consisting of 4,896,780 shares of no par value. 

E. R. Squibb & Sons was formed in 1905 as successor 
to a business established in 1858. It is a producer of a 
vast number of separate items which includes dentifrices, 
medicines, biological products, vitamins, chemicals, 
drugs, serums, fish liver oils, castor oil, sulpha drugs, 
antitoxins, cosmetics, perfumes and tubes. Earnings 
have increased in recent years and were above $3.50 a 
share annually each year starting in 1939. The 1943 net 
was $4.92 a share against $5.37 in 1942. Gross in 1943 
was $42,432,472, an increase of nearly $9,500,000 over 
the year before. Dividends on the common in 1943 was 
$2.00 a share, with $2.12l44 in 1942. The company has 
$4,250,000 funded debt, 56,992 shares of $5 no par pre. 
ferred, 42,868 shares of $4.25 no par preferred and 49;, 
606 shares of no par common. 

Vick Chemical Company’s leading products are wide. 
ly advertised, being Vick’s Vapo- 
rub, Va-tro-nol, Vick’s Cough 
Drops, and several others. Before 
the war, its Vaporub was sold 
in more than 70 foreign coun 
tries. Through subsidiaries, the 
company also makes toilet articles 
vitamins and cosmetics. The com 
pany has had a very long record of 
good earnings and with few excep 
tions, these have been above $3 4 
share annually and often over $; 
The 1943 gross business was th 
largest in the company’s histor 
being $28,318,036, for the year tj 
June 30, an increase of almost $10; 
000,000 over the previous year. Thi 
report for the fiscal year to Jum 
30, 1944, is expected to show large 
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gross and net. For the six month 
to December 31, 1943, net wWa 
$2.75 a share. In the 1943 fisci 
year, it was $3.37 a share for th 
full year. Dividends have bee 
above $2 a share annually, with fei 
exceptions, for a long period before 1943, but in that ye 
only $2 was paid. The company has only one class @ 
capital stock, with 681,180 shares of $5 par value 

Sharp & Dohme, Inc., had small earnings prior « 
1941, but has shown a good increase during the pa 
three years. The company is nearly entirely in the dry 
and biological field, but makes a large number of differ 
ent products. Gross business in 1943 was $27,180,609; 
The net increase was $1.67 a share against $1.86 in 194! 
The dividend rate on the common is now 50 cents 
share. The company has $200,000 funded debt, 229,08 
no par $3.50 preferred and 776,627 shares of no par col 
mon. 

Plough, Inc., is another company whose name | 
known to many radio listeners through advertising sud 
products as St. Joseph aspirin, Penetro products, etc. 
makes a wide variety of drugs, household remedid 
spices, cosmetics, and shoe cleansers.’ The 1943 earning 
were $1.41 a share compared with $1.34 the previ 
year. There had been an average of about $1 a share mt 
income for the ten preceding (Please turn to page 364 
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mar: 
=| Twa “Special Situations” 
$1.61 
\pany 
secu: 
- . 
a AMERICAN CHAIN and WAYNE PUMP 
r Ofa LE 
ices TO BENEFIT FROM PEACE 
icals, 
drugs, BY WARREN BEECHER 
‘nings 
3.50 a 
{3 net F : ; ' 
1943 ILLING station equipment, while not under the 659 shares of common stock. Book value has increased 
. overf heavy usage of the pre-war period, is doubtless suffering from $13.94 in 1936 to $21.77, in 1943 and of the latter 
1g way the usual deterioration due to weather, plus neglect amount nearly $15 was in net working capital. The two 
ry haf resulting from the manpower shortage. Replacement active foreign companies—British and Brazilian—are not 
r pre. demand after the war should prove substantial. Wayne consolidated in the parent company’s statements, and 
1 4954 Pump is the largest maker of filling station equipment, while dividends from these subsidaries contributed nearly 
and owns important patents which are licensed to other 11% of 1941-42 earnings, the investment is carried at a 
wide] producers on a royalty basis. negligible amount in the balance sheet. The parent com- 
Vapo} ‘The company was incorporated in 1928, acquiring the pany equity in 1943 was indicated to be worth about 
Cough} assets of other companies. It developed and manufac- $800,000, or about $2.78 a share. 
Beforg tured self-measuring gasoline pumps, kerosene and oil- The stock is currently selling at 2814 (a new high since 
; solif dispensing pumps, bulk meters, pipeline meters, power 1939) to yield 7% based on the $2 dividend (paid over 
counf pumps, tanks, air compressors, car washers, mechanical the past 5 years). This price is about 10 times earnings, 
s, thef hoists for automobiles, etc. A worldwide business was which have been steady around $2.80 in the past two years 
rticles§ built up with plants in Fort Wayne, Indiana, Delta, and are expected to maintain that level in the current 
» com Ohio, Los Angeles, Toronto, London and Rio de Janeiro; fiscal year, after allowance for renegotiation, etc. The 
ord of warehouses are maintained in 18 U. S. cities. At pres- company is fortunate in having a large excess profits tax 
excepp ent, of course, the company is producing munitions, exemption. Sales of war equipment have been only mod- 
e $3 § about 93% of the total output last year being for military erately higher than the regular pre-war volume, hence the 
ver $f uses, direct or indirect. Normally the company pro- company does not face any special post-war reconversion 
as th duces over one-quarter of the gasoline pumps made in problems. Cash items last year were 43% of all assets. 
istorsf this country. Ten other companies have been licensed Thus while the stock is not selling at a low ratio to earn- 
ear \g under the Wayne patents for the cost-computing pump, ings, as are many of the “war” stocks, this fact seems out- 
st $iof though the gross royalties of about $4 a pump are not a__ weighed by its prospects as a “peace” company and by the 
r. Thf very substantial part of revenues. conservative setup described above. _ 
>» Jun This pump proved the company’s salvation when in- American Chain & Cable’s business is more diversified 
-largeg troduced in 1933. ‘The than that of Wayne 
nonthg company had had “rough Pump. It is the largest 
+t wif going” during the early Wayne Pump American Chain* U. S. producer of chains, 
3 fis stages of the depression, Earned Div. Approx. Earned Div. ag third largest in wire 
‘or thf like some other motor Year pershare Paid Range pershare Paid ange ropes, cables and valves, 
: 1943......... $2.80 $2.00 26-18 $3.33 $2.00 25-18 : : 
e beef and accessory compa- | 494971711111) 9182 2:00 18:12 3.40 2.00 21-16 and probably the sec 
ith fem nies, and was forced to 1941......... 3.46 9.00 20-10 3.55 200 23-17 ond biggest maker of 
at ye Teorganize under 77-B 1940......... 3.18 200 24-14 2.76 2.00 24-14 chain-length wire fences. 
-Jass d proceedings in 1934. In- oo : ae Meo ree = be i It owns basic patents on 
itial sales of the popular AGST. .cccccce 5.65 3.00 51-20 2.79 1.83 34-11 pre-formed wire rope 
rior @ new pump greatly ex- 1936......... 458 — 38-19 3.15 1.33 26-10 and cable (noted for 
1e pag panded the company’s 1935......... 2.38 —— 22-12 1.46 — = 11-3 strength and durability) 
1e drug business, which more ++ a ies Ry -, oeeee .. von rity and obtains royalties 
f diffeq than doubled in the two har ee D480 — 24.54 from other producers. 
80,6y fiscal years ended No- *Figures adjusted for 3-for-1 split-up in 1937. Pre-formed cab - * 
n 194 Vember 30, 1937. The heavily used for aircraft 
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stock, which could have 
been bought for 114 in 1933 (after adjustment of price for 
the 1-for-5, exchange in reorganization) advanced to above 
50 in 1937, a level it has been unable to re-attain since 
that year, however. 

Share earnings jumped to $5.65 in that year but have 
declined steadily (with the exception of 1941) to last 
year’s $2.80 per share. Meanwhile, however, the company 
has substantially improved its balance sheet position. The 
new debentures issued in reorganization were retired in 
1936, along with the preferred stock of a subsidiary. The 
parent company’s sole capitalization now consists of 289,- 
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cable controls, motor ve- 
hicle brakes, etc. The company is best known perhaps 
for the “WEED” tire chain, marketed throughout the 
world to automobile owners to avoid skidding on wintry 
pavements. 

The company’s products are sold to a large number of 
industries—automotive, agricultural, mining, oil, build- 
ing, marine, railroad, aviation, etc. Sales are largely 
made through distributors. There are sixteen U. S. 
plants and subsidaries in Canada and England. Practi- 
cally all the company’s products are now in demand for 
military purposes, 1943 sales (Please turn to page 364) 
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Discounting the Future 


Buyers of automobile stocks at 
current prices sure seem to be look- 
ing a goodly distance ahead. Pro- 
duction of cars for civilians may be 
resumed in a matter of several 
months, but only on a limited scale 
and therefore not too good so far 
as profits are concerned. It would 
seem optimistic to expect the first 
year of full output before 1946. 
When it comes, the excess profits 
tax may or may not still be effective. 
For an idea how far the automobile 
stocks have travelled toward peace, 
see the table below. It suggests that 
the highest-price stock in the group, 
Chrysler, is probably the least over- 
bulled on the basis of reasonably in- 
dicated peace-time earnings poten- 
tials. 


The More, The Merrier 


From an investment point of view, 
the trouble with new fields of busi- 
ness endeavor is that everybody and 
his brother jump into them, if mar- 
keting prospects look promising. 
Take home freezer cabinets for the 
quick-freezing and storage of foods. 
Demand prospect appears highly 
promising. So a number of manu- 


facturers “have plans.” The most 
recent to announce it will get in is 
Westinghouse Electric, as should not 
be surprising. What we want to 
know is: What manufacturer will be 
first to offer a combination refrigera- 
tor and food freezer, the whole thing 
small enough so the house won’t 
have to be rebuilt to hold it? That’s 
a tall order. 


Big Refunding Plan 


The Louisville & Nashville is a 
strong railroad and is getting strong- 
er, though it is by no means yet in 
the credit class of the most elite, 
such as Norfolk & Western, Union 
Pacific and C. & O. It is now work- 
ing on a plan to refund at a 334 per 
cent coupon rate bond issues total- 
ling $54,000,000. On $14,000,000 of 
this debt, present coupon rate is 5 
per cent; on $31,000,000 it is 444 per 
cent; and on the remainder it is 4 
per cent. 


Money-Maker 


Spicer Manufacturing Company 
has long been one of the most con- 
sistent money-makers in the auto- 
mobile accessory field. Recent re- 
port for the nine months ended May 








*Back to 1935. 


(C) Year ended Sept. 3 





THE HIGH-FLYING AUTOMOBILE STOCKS 


1943 Oreat Price- _Price- 
Net  Pre-WarEarnings Earnings 1942 Recent 1937 
Per Sh. Net* Ratio(A) Ratio (B) Low Price High 
General Motors.... $3.19 $5.35 20.3 12:1 30 65 701% 
oi eee - 80 14.25 18.1 6.8 43% 97 13514 
Studebaker........ 123 1.31 15.4 14.5 334 +19 20 
FAUGSON 6 so scee ee 1.03 2.14 13.8 7.1 34% 15% 2314 
Nash-Kelvinator. . .96(C) eS 4a-T 20.0 334 16% 2454 
Packard......... .32 47 18.7 12.8 1% 6 123% 
Willys-Overland... 1.33(C) 14 12.7 121.0 134 17 514 


(A) Recent price times 1943 net per share. 
(B) Recent price times oe pre-war net per share. 
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31 showed that steady earnings are 
being maintained at a high rate— 


5-37 a share against $5.59 for the 
comparable previous period. Thus, 
full-year earnings probably will be 
somewhere around $7 a share. How- 
ever, best pre-war net was $4.26 a 
share in 1936. Even so, paying $3 
dividend and selling around 43, this 
good quality issue is more conserva- 
tively priced than many in the auto- 
motive field. 


Shattuck Expansion 


Shattuck (Schrafft’s restaurants, 
soda fountains, candy and _ baked 
goods) plans a $7,000,000 post-war 
expansion program. Highlights in- 
clude “invasion” of the restaurant 
business in various other large or 
sizable cities and entrance into the 
roadside restaurant and refreshment 
field. People either swear by Schrafft 
restaurant menus—or swear at them 
(alleging small portions and limited 
selection). Enough swear by Schrafft 
to support a big and growing busi- 
ness. But this has been a growth 
company in volume more than in 
dividends to shareholders. True, the 
latter got $1 a share last year, best 
in a long time—but the longer-term 
dividend record has been nothing to 
enthuse about. 


Peace Stock 


International Telephone recently 
sold up to 1914, which compares 
with 1942 low of 114. This stock 
attracts speculative demand because 
earnings are improving and because 
it will benefit from world peace. But 
the prospect is not one that can be 
“analyzed” on statistics. You have 
to take it, or not take it, pretty much 
on faith—which may be one reason 
that invites speculators. Despite 
profit improvement, present price is 
not low on per share earnings. 
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and Company Changes 


Declining Backlogs 


Though there are individual ex- 
ptions, the general situation in 
dustry is one of slackening flow 
of new orders and gradual, slow 
shrinkage in backlogs. Shifts in mi- 
litary procurement don’t seem to 
change matters for long, since 
acceleration at one point is offset by 
Jowing down elsewhere. Thus, for 
afew weeks, the increased emphasis 
on heavy artillery and related items 
brought a sharp rebound in capital 
soods new orders but the latter in- 
dex more recently has sagged again 
and is unquestionably in an irregu- 
lar down trend. Since the invasion, 
tank production schedules have been 
revised upward but by how much is 
unstated; and in any event this will 
hardly change the general industrial 
outlook. Even with continuing war, 
the production index (247 at high) 
is expected to creep down to at least 
230 by the year-end and would drop 
more sharply in the final quarter 
should German defeat come late this 
summer. 





Behind The Market 


When speculations reaches the 
boiling phase — as has been the 
case recently, especially in many 
low-price stocks — analysts spend 
alot of time looking for “situations” 
that are “behind the market”. Thus, 
it is frequently said at the moment 
that either automotive stocks are 
too high or steels are too low. On 
this. (bullish) ‘reasoning, steels 
would seem a buy. Perhaps so — 
but there is another alternative as 
regards relative market patterns. 
There could be a general reaction, 
in which automotive stocks go down 
more than steels; thus narrowing the 
spread in price levels of these two 
groups. This is not a prediction. 
Just a note of caution. This column 
gets leery when we hear numerous 
tips of the variety now going the 
rounds: the common theme in many 
cases being “this stock ought to go 
up because look how high that other 
stock is.” , 
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Exception 


One exception to the above-stated 
general rule of decline in new orders 
is Westinghouse Electric & Manu- 
facturing Company. For the first 
five months of this year, volume 
booked was $384,769,328, comparing 
with $360,674,274 a year ago. The 
reason: certain new types of weap- 
ons developed by the company in 
cooperation with the armed services. 
Naturally, the details are secret — 
but A. W. Robertson, Westinghouse 
chairman, says these new weapons 
“are powerful and effective beyond 
anything of their kind heretofore 
invented.” Look out, Hitler. 








SOME LEADERS OF 
THE MARKET RISE 


1943 Recent 

High High 
Allied Stores. ................-. 164% 294% 
DE Se oy 864%, 103 
Bigelow-Sanford._................ 40 48Y, 
Briggs Mfg. ............00000-+...- 30%, = 38 
tt gy MUO So ee OE 853% 98% 
Col. Broadcasting. ............ 26%, 3344 
Dale: & indo -2.s.nsss.: 17% 341 
Doehler Die Casting ........ 34 443, 
Eng. Public Service ........ 9y, 13% 
General Motor _................ 56 6544 
Gillette Saf. Razor ............ 9 13% 
Sandee... ceak ails 455% 5434 
Gulf, Mobile & Ohio ........ 10% 164% 
Hudson Motor ................ 11y% 16% 
Pacite WEN S: ojississticccccssaeces 28% 41, 
[217 Rey + aa oie 26% 3534 
Suremebe- WIG) sie accassie cis 84 10% 
StudeDaer’ <...cscsessccess.cdtesss- 15% 1944 
White Motor’ so. .2555°%...:. 22%, 28 








Another Miracle 


The production job done in a re- 
latively few months time by the 
various large drug and_ chemical 
companies making the wonder-drug 
penicillin ranks high among the in- 
dustrial miracles wrought in this 
war. From the infancy phase re- 
presented by bottles in laboratories, 


pencillin production is now typified 
by three-story-tall tanks. Formerly 
available only for the war wounded, 
this God-send of a remedy for many 
ailments is now ready for the pub- 
lic. So many scientists, engineers and 
corporations share the credit for 
the production achievement that all 
could not be cited here, while to 
cite any single one would be in- 
justice to the rest. 


Prize-Winner 


It seems that the rich get richer. 
The State of Florida some time ago 
offered a $50,000 prize to whoever 
would develop the first “commer- 
cial” oil well in said state, commer- 
cial meaning a _ well producing 
commercially-practicable quantities 
of oil. The winner is Humble Oil, 
which doesn’t need to make money 
that way. So it is going to donate 
the fund 50-50 to the University of 
Florida and the Florida State Col- 
lege for Women for use to finance 
deserving students. 


Sears Catalog 
The Sears, Roebuck fall and 


winter catalog is always interesting 
reading, since it mirrors so much 
of the American industrial and 
commercial scene. It went into the 
mails last week. Detailed review 
would take a long article. Some of 
the highlights: Large sections on 
textiles had to be marked “not 
available” after the catalog was 
printed, especially damask yard 
goods, upholstery fabrics and trim- 
mings; sheets and sheeting were 
not listed; textiles for home dress- 
makers were limited to wools, ray- 
on, and wool and rayon mixtures; 
coil springs reappared in some 
furniture; color repros of famous 
oil paintings are featured at prices 
from $4.79 to $19.50% there were 16 
pages on books and the Sears Book 
Club; for $6.95 you can buy a 
plastic bugle, made to Army 
specifications, if for some strange 
reason you want one. 











Refunding 

Taking advantage of low inter- 
est rates —- which have been with 
us for a long time and which will 
be here for some time to come — 
and of improved earnings and 
financial positions — which repre- 
sents more of a change than the 
money market factors — a large 


‘amount of corporate financing is in 


the offing. Much of it will come in 
the period between the present Fifth 
War Loan and the Sixth War Loan 
scheduled for next autumn. The 
total amount is estimated at around 
$1,000,000,000. More than half. will 
be by utilities, more than a fourth 
by railroads. Very little of the 
financing will be “new money”. The 
big idea is to reduce debt carrying 
charges. 


Allied Stores 


We see by the papers that supply 
of “soft goods” is going to get quite 
tight from here on. That may prove 
right — but we have been hearing 


about the “bedrock civilian econo- - 


my” for a long time now and it 
keeps receding into a more distant 
future; at least that has been so 
heretofore. Merchants seem to show 
a stubborn and successful persist: 
ence in finding enough ‘goods to 
sell. For instance, Allied Stores did 
$49,591,000 worth of business in the 
three months ended April 30, against 
$44,926,000 a year before. Not so 
bad. And despite increased costs 
and taxes, profit was steady at 73 
cents a share on the common, com- 
pared with 75 cents a year ago. 


Diesel Power 


In one respect bankruptcy is a 
good thing for railroads — but not 
for the security owners. Trustees 
will junk old equipment and spend 
funds to buy the most modern rol- 
ling stock with a “progressiveness” 
— not to say boldness — that 
managers of solvent roads can not 
match for obvious reasons. A case 
in point is Ontario & Western. It is 
going to spend $6,700,000 for Diesel- 
electric locomotives — 37 of them 
— and will become the first Class«l 
road to operate nothing but Diesel 
engines. 

2 


Company Notes 


American Can expects a sizable 
gain this year over 1943 sales of 
$191 millions, but profits will be 
about the same as a year ago... 
General Motors’ Pontiac division 
expects to spend $35 millions on 
facilities and turn out 500,000 
civilian cars in the first year of un- 
restricted production . . 
Chicle will show first half-year 
earnings approximating $3.64 re- 
ported a year ago... Artloom Corp. 
has called entire issue of 7 per cent 
preferred shares for redemption as 
of next September 1 . . . Sinclair 
Oil is expediting plans to build a 
refinery in Venezuela with capacity 
of 35,000 barrels daily . . . Colt’s 
Patent Fire Arms last week got a 
sudden notice that the Army has cut 
back orders for 50 calibre machine 
guns by 40 per cent., which lets 
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Latest Year 

Period Ago 
Westinghouse Electric 5 mos. May 31 $2.69 $2.33 
Great Northern .... 5 mos. May 31 1.77 1.80 
Sperry Corp ......... Yr. to Dec. 31 3.77 2.87 
Collins & Aikman 3 mos. to May 27 0.71 0.56 
Am. Fork & Hoe Yr. to April 30 1.78 1.39 
Chicago, Burl. & Quincy R. R. oe... 5 mos. May 31 4.65 10.16 
Norfolk & Western 5 mos. May 31 6.32 6.19 
Southern Rwy. .................... STATE ave ea 5 mos. May 31 5.41 5.75 
Illinois Central 5 mos. May 31 6.16 8.68 
New York Central 5 mos. May 31 2.31 4.14 
Spicer Mfg. Co. .. 9 mos. May 31 5.37 5.59 
Kelsey-Hayes Wheel 9 mos. May 31 2.36 2.65 
Bohn Aluminum ...... ‘ : 3 mos. March 31 1.86 1.84 
Union Pacific 5 mos. May 31 5.39 9.15 
U. S. Ind. Chemicals Yr. to March 31 4.45 3.07 
Detroit Edison Yr. to May 31 1.44 1.33 
U. S. Plywood Yr. to April 30 2.83 2.91 
U. S. Smelting . 5 mos. to May 30 0.93 0.87 
Allied Stores Yr. to April 30 3.15 2.86 
Caterpillar Tractor Yr. to May 31 4.51 4.12 
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out 3,000 employees after July 5.., 
Fajardo Sugar is expected to show 
something less than $2 a share earn. 
ed for fiscal year ‘ending July 31, 
against $2.78 the year before . . 

Bendix’ Aviation thinks it will do 
well to have sales of $180 to $19 


million in good post-war years, 
against around $1,000,000,000 a year 
now ... General Baking net for the 
first half year is expected to he a 
bit under a year ago when the figure 
was 32 cents a share . . . Union 
Pacific will issue $8,120,000 of 
equipment, mainly locomotives of 
the most modern types . . . New 
Haven Railread’s net income for 
May amounted to $1,958,491, a 
decrease of $516,179 from a year 
ago. 


Rail Revenues 


Railroad operating revenue for 
May is estimated to -have been a 
fraction more than 5 per cent greater 
than a year ago, with freight revenue 
up 4.4 per cent, passenger revenue 
up 10.3 per cent. Troop movements 
by rail apparently have yet to make 
their peak. These are topsy-turvy 
days. Instead of begging people to 
ride the trains, the railroads are 
begging civilians to stay home! It'll 
be different in due time, after the 
war. Then passengers will not be 
standing in aisles or bulging out the 
windows. They will be more than 
welcome. They will be so wanted 
that the railroads will coddle them 
like babies. Meanwhile, increase 
in gross revenue over a year ago 
does not mean increased net income. 
Operating expenses are way up. 
After taxes, rail net profits are 
running well under a ‘year ago on 
the average. 


Motor Mergers 


In the wake of boiling specula 
tion in the low-price motor stocks— 
perhaps we should say in formerly 
low-price motors —there are some 
nifty rumors going around ot 
alleged possible mergers. These 
have had Willys-Overland “taking 
over” almost every other company 
— except General Motors. Super 
ficially, there would seem to be some 
logic in the idea of a combination 
of two or more of the smaller “in 
dependents”. However, a merger of 
two weak companies does _ not 
necessarily make ‘a strong company. 
It might, if each has elements, ot 
potential elements, of strength and 
if these are such that they can com 
plement each other when combined. 
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MARKET TRENDS: The bond market has been fairly 
steady since the invasion of Normandy on June 6th with 
the largest loss shown in second grade rails. Good to high 
grade bonds were not affected. Investment markets have 
been dominated by the Fifth War Loan Drive. One very 
obvious result of the invasion of Continental Europe has 
been the rise of Government bonds of occupied countries. 
Denmark 514s 1955 are now selling at 81. This issue fell 
from 104 in 1938 to 181% in 1940 but had recovered to 75 
when the invasion of June 6th commenced. Norway 4s 
1963, at the same time declined from 10334 to 20 and now 
back to 96. 


NEW YORK STOCK EXCHANGE RULING: Beginning 
with contracts on July 1, 1944 the New York Stock Ex- 
change has ruled that the following bonds shall be dealt 
in “and interest” rather than “flat” as at present: Erie 
R.R. General Mortgage 414% Income bonds due 2015; 
Gulf Mobile & Ohio R.R. General 5% Income bonds due 
2015; Wabash R.R. General Mortgage 4% Income bonds 
due 1981; Wabash R.R. General Mortgage 414% Income 
bonds due 1991. Further addition to this list is expected 
later. Formerly, a holder of any of these contingent in- 
terest issues had to wait a year if he desired to receive the 
interest but now he can dispose of them at any time and 
receive the accrued interest thereon. Conversely, a buyer 
of same has to pay the market price plus the accrued in- 
terest. 


SPIEGEL INC. $4.50 PREFERRED STOCK: This com- 
pany which until recently was a mail order house oper- 
ating from Chicago, has entered the retail store field and 
expects to operate as a five store plan calling for organi- 
ation of the present mail order catalogue business into 
the following divisions: (A) Women’s Section, (B) Men’s 
Store, (C) Children’s Store, (D) Home Furnishing, (E) 
Farm Section. Retail stores in all these divisions are 
planned and the company recently purchased the Sally 


Opportunities For Income and Appreciation 





In Bonds and Preferred Stocks 


BY JACKSON D. NORWOOD 


of the year were equivalent to $167.54 per share on the 
outstanding “100,000 shares of no par value $4.50 preferred 
stock. Cash and Government securities were equivalent 
to $57.96 per share of preferred. The equity junior to the 
preferred stock is represented by 1,276,000 shares of com- 
mon stock selling around 10 with a total market value 
of $12,076,000. This is equivalent to $127.60 per share of 
preferred. The preferred stock is redeemable at $105, to 
March 15, 1947, and thereafter at 10214. It is convertible 
into 21% shares of common stock through March 15, 1947, 
when the privilege expires. Based on the current divi- 
dend rate of $4.50 and the current market price of 66, 
the indicated income yield is 6.8%. Dividends have been 
paid regularly on the preferred stock since its issuance. 
The preferred stock, while speculative, gives an excellent 
income yield and has good possibilities of enhancement 
in market value 


PEOPLES GAS LIGHT & COAL: This company re- 
cently sold $20,000,000 first and Refunding 3% Bonds 
due 1961 to a group of insurance companies. Proceeds 
of the sale, together with other corporate funds, will be 
deposited with a trustee of the non-callable refunding 
58 to provide for their retirement on or before the ma- 
turity date, September 1st, 1947. The company will pur- 
chase the refunding 5s, at any time up to September 1st, 
this year, at a premium of $118.00 per $1000 bond, to- 
gether with interest to September 1st. This premium is 
the equivalent of a net yield basis of approximately 1%. 
This column advises acceptance of the aforesaid offer. 


BRAZIL BONDS: The United States of Brazil, the first 
Latin American nation to effect a debt adjustment plan 
covering all its outstanding dollar bonds, representing 30 
issues aggregating $286,065,645 and comprising federal, 
state and municipals, offer the choice of retaining their 
bonds at reduced rates or of accepting smaller amounts of 
new 334 per cent bonds upon (Please turn to page 372) 





chain stores which operated 46 stores 





in 14 different states. While the com- 
pany operated at a loss in 1943, earn- 
ings from now on are expected to 


Recent redemption of Bonds and Preferred Stocks: 


show considerable improvement. May 
sales showed an increase of 128.6% 
as compared with the same months in 
1943. 

The company has maintained a 
very strong financial position and as 
of December 31, 1943, showed total 
current assets of $18,958,175 as com- 
pared with total current liabilities of 
$2,203,809, a current ratio of better 
than 8 to 1. Cash amounted to $5,- 
165,021 and U. S. Government se- 
curities $630,653. These figures, 
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alone, were 2.6 times current liabili- 
ties. The company has no funded 
debt and paid off $5,000,000 of notes 
In 1943. Net current assets at the end 
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Call Redemption 
Bonds: Amount Called Price Date 
*Alleghany Corp. Conv. 5% June 1, 1949... Entire issue 102% Aug. 9 
*Alleghany Corp. Income 5% April 1,1950... Entire issue 102144 Aug. 9 
Otis Steel Co. 1st “A” 444% 1962........ Entire issue 104 July 15 
Dominion Tar & Chemical Co. 444% "A" 1951 Entire issue 102 Aug. 1 
Pennsylvania Co. Secured 4% 1963........ Entire issue 106 Aug. 1 
International Rys. of Central America 614% 
_plbaccsliaptliacn a aceite eae $1,500,000 100 Aug. 1 


*This issue may be converted (1) until and including Aug. 9, 1944 into preferred 
stock and common stock of the Corporation, as provided in the indenture; (2) into common 
stock as provided in its plan of reorganization. Conversion privilege on the 5s 1949 
expired June 1, 1944. 











Call 

Preferred Stocks: Amount Price Date 

City Ice & Fuel Co. $6.50 Preferred......... Entire issue 105 Sept. 1 

Diamond Shoe Corp. $5.00 Preferred....... Entire issue 106.25 July 1 

*Beatrice Creamery Co. $4.25 Preferred...... 14 of issue 105.50 Aug. 1 

Artloom Corp. $7.00 Preferred..........-+- Entire issue 115 Sept. 1 

Webster Eisenlohr $7.00 Preferred.......... Entire issue 115 Aug. 1 

*The redemption applies on a pro rata basis to all preferred stock certificates in the 
hands of stockholders as of the close of business June 20, 1944. 
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COMPANIES MAKING LASTING GAINS 


FROM WAR-TIME CHANGES 





A LARGE number of companies have made greater 
profit from war-time business than they had in the years 
preceding the war, and many others have built poor 
working capital positions into strong ones. Conversely, 
there are plenty of others which have not bettered their 
position, or have not had as large earnings as their pre- 
war average. This study is of those companies which 
have made some specific gain in the past two or three 
years which should be a permanent benefit to them. 

Thus, many of the railroads have had very large earn- 
ings—after a ten-year period in which general results 
were none too good—in the past three years. War earn- 
ings have enabled at least two, which were “marginal,” 
to graduate from that class, through large debt retire- 
ments and building a very large working capital out of 
war-time income. Several others which were of doubtful 
solvency in 1941 seem to have placed their financial 
position on a sound footing for some years to come, at 
least. Roads which had been in receivership have had 
enormous earnings in the past two or three years, which 
will make their reorganization easier and will give the 
new road a strong position at the start. 

Before discussing other industries which have been 
benefitted by war-time earning power, with lasting good 
indicated, it might be well to discuss briefly the ones 
which may not have received more than a temporary 
gain. Profits in making airplanes have been very ex- 
tensive but the industry will be left with a capacity to 
produce 100,000 airplanes a year, and the demand is 
certain to be greatly below that, hence post-war profits 
may be small. Coal mining has been quite profitable, 
but a return to pre-war conditions may be expected 
within a year or so after hostilities cease. Shipbuilding, 
machine tool making, munitions making, copper mining, 
heavy steels output, and several other war-stimulated 
lines may have a long period of poor profits to eat up 
their working capital, in the post-war era. 

Many companies which will go into new activities in 
civilian business will get lasting good from war changes. 
The motor car, motor accessory, rubber, building supply, 
radio, household appliance and similar lines which have 
found work to do for the Government while their own 
lines were forced to suspend or sharply curtail, will bene- 
fit directly from the war. Many of them have built up 
strong working capital positions from war profits, have 
retired debt or preferred stocks, and they will find a big 
market for their normal products because of the cessa- 
tion of making civilian goods during the war. 

Probably no industry has been as active in the war 
effort as the electrical goods, and most particularly the 
radio, television and electronics part of it. It is true that 
steel and rubber companies have given over the major 
part of their work to Government orders, but both have 
filled some part of civilian demand. None of the major 
electrical goods have been produced for civilians, outside 
of electric bulbs. In addition to the unbelievably large 
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BY FRANK R. WALTERS 
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orders which the electrical goods industry has received additio 
for radio tubes for use in radios, television and othe produc 
communications, it has developed some entirely ney period. 
devices for war use which will have their peace-time aj gained 
plications. It is believed that radar, for example, will bg WT 
widely adopted for civilian use after the war end 
Enormous strides have been made in improving teld! 
vision broadcasting and reception in the past two yean 
and numerous electronics devices have been develope 
for the armed forces which will have their use for othe 
purposes. Among the leaders in developing new thin 
in these lines have been Philco, General Electric, Farm 
worth, Sylvania Electric, Radio Corp. and Westinghou 
Electric. . 
Companies formerly in other lines have entered th 
electronics field: in connection with war work. Co 




























spicuous among them is Minneapolis-Honeywell Regu All 
lator, and it expects to use several of the new device A 
which it has perfected, after the war ends. This com . 
pany has also gone into the making of a number ¢ 
optical lines on a large scale, and plans to develop th Bal 
business further. As a result of recent experimentation Ber 
it has developed some new principles in air conditionin 
controls under which the temperature and humidity i Cel 
single rooms can be regulated to suit, independent De 
other parts of the building. ? 
The air conditioning and refrigeration companic £1 
such as Carrier Corp. and York Corp. have made man) 
large scale installations in factories, on battleships, et¢ Eri 
and have developed new techniques and new appliancq 
which will be of value to them in peace-time work. Ge 
An industry which has made enormous strides durin Mi 
the war period, and which will carry into civilian ap 
plications some of the things developed for war use, i 
the plastics business. Very few of the companies in thi Ne 
field are in just this one line, but it is a separate industry Ne 
nevertheless, even though it is just a sideline to many ¢ 
the companies which made plastics. These include di 
Pont, Union Carbide, Dow Chemical, Celanese, Gener Pei 
Electric and many others. Possibly du Pont and Celanes Phi 
have a larger portion of their total business in plastic 
than some of the others. Both have found many new usé So 
for their synthetic products and have further develope Sta 
them, because of war orders. Celanese Corporation ha 
also gone into a number of new chemical products i) 
the past two years, and has added to its main activil Ste 
of producing celanese yarns and fabrics, with a particulai 
development in the last-named through its wide adapt Stu 
tion of celanese cord for motor car and truck tires. Thes 
extensions to its business should be of great value i) Sy 
peace times. As for du Pont, it is posisble that it has maé: 
twenty or more new lines of products for war use whic Un 
will be carried on in peace times. It is known that man! w 


new uses for nylon have been developed, also severd 
important new chemical compounds, while a water-pro0: 
paperboard has been perfected which may be of high 
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ialue for post-war use. Practically all of the companies 
nthe rayon, plastics and chemical industries have been 
called on to do new kinds of work for war use and expect 
find new markets from part of this for civilian uses. 
Many of the aircraft supply makers may be expected 
o find sharp curtailment in the scope of their business 
after the war. Such of them as had formerly been in 
jutomobile accessory making will swing into that work 
iain. Conspicuous among them is Bendix Aviation. It 
has been quite active in the war period in making com- 
munications equipment and will find that valuable, in 
addition to supplementing its normal auto accessory 
products with some new ones developed during the war 
period. Another auto accessory company which has 
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vained something of great value from war work is 
Stewart-Warner. It has a small heater of great power 
which it has developed for use in airplanes, and which 
is to be made for home heating, with claims that this 


mall unit, which can be placed in any part of a home, 


will adequately heat a twenty-room house, using gasoline 


as fuel. If it can tulfill its claims, it may revolutionize 
home heating. 

Zenith Radio has developed a low-priced apparatus 
to aid the deaf to hear. It is expected that numerous 
members of the armed forces will have their hearing im- 
paired and will purchase the Zenith instrument. 

New techniques, as well as direct advantage to their 
own work, have been made possible by the war for many 
of the automoible companies which have manufactured 
high powered airplane engines. This particularly ap- 
plies to Studebaker and Nash-Kelvinator. An even 
greater gain has been given to Willys-Overland through 
the “jeep.” They have developed a high-powered but 
small all-purpose car in the “jeep,” and will be able to 
adopt its principles not only for pleasure cars and com- 
mercial automobiles, but also may apply it to farm 
machinery. In addition to this, Willys-Overland has 
built up its financial position sufficiently to enable the 
company to retire its preferred stock, while its working 
capital at the end of 1943 was (Please turn to page 374) 





Earned Divi- 

per sh. dend 

1943 Rate 
Allis-Chalmers Mfg............... $4.51 $1.25 2134 
POMOU OGOss 5 6608 hie wekee 1.97 214 
Baltimore & Ohio R.R............ 3.51 - 21% 
Bendix Aviation................. 6.95 3.00 81, 
Celanese Corti iis. <2 o anton hoa 2.83 stock 9 
Delaware & Hudson Co............ 19.08 oo 6 
E. I. du Pont de Nemours.......... 5.59 4.25 901; 
ErietRaltOee so issc dec ca cuiieee 3.14 1.00 2 
General Precision Equip........... 2.21 1.00 734 
Minneapolis-Honeywell Reg....... 2.75 4:25 16% 
Nash-Kelvinator.................. 1.10 0.50 3 
New Yortk'Gentialls:.icc5 scsi. 9.73 1.50 65% 
Pennsylvania-Dixie Cement.........def.0.799 §—— -- 1 
Biles Geriie cso clo oees ies 2.60 1.00 15% 
Southern Pacific Co................ 15.48 2.00 634 
Standard Oil of New Jersey........ 4.53 2.50 2974 
StOWAIt=WEMGh...c ccc ss ose ce 1.58 0.50 414 
Studebaker 'Corp:...... 5 6 3.6225: 1.23 0.25 3 
Sylvania Electric Products.......... 1.81 1.25 10 
United States Plywood............ 3.14 1.20 7 
Willys-Overland................. 1.33 1 


EXAMPLES OF BASIC IMPROVEMENT 


Prices for Stock 


Lowest Highest 
1936-42 1943-44 


Benefits Company Gained in War Work 








Developed gas turbines which will be used for lous 


4314 
motives; built working capital. 

63% Merged its Delaware subsidiary, revamped capital 
structure, built working capital, from war-stimulated 
earnings. 

10 Retired $100,000,000 face value of debt in past three 

ears, built working capital from nothing to large size. 

41% eveloped large list of new products, became large 
factor in communications equipment. 

403¢ Greatly increased plastics, chemical, and yarn and 
fabrics uses, adding many new products and processes. 

3416 Went from very low financial position to one of great 
strength in two years and retired large amount of bonds. 

16214 Developed numerous new uses for nylon and various 
plastics; brought out new drugs, chemicals and a water- 

roof paper-board. 

1634 sana consummated reorganization, started com- 
mon dividends and built large working capital. 

241% Improved moving picture projectors and other equip- 
ment; has new television screen for theatres, etc. 

4134 Has entered field of electronics and optical goods and 
perfected new controls for air conditioning single 
rooms. 

17 Learned many new skills in high-power engine output 
and in mass production of Seversky helicopters. 

2034 Made large debt reduction, built working capital to 
over $100,000,000 and seems permanently out of 
“marginal” class. 

334 Reduced debt, built up working capital and attained 

ood position for the post-war building boom. 

353% eveloped greatly improved television and electronics 
devices, also new communications accessories. 

3214 Has also “graduated” from the ‘‘marginal" class 
through debt reduction and working capital gain. 

60 Has become one of largest makers of high octane 
gasoline and synthetic rubber and in development of 
many new petroleum chemicals. 

17% Has developed new radio communication devices; 
also a “revolutionary” small heater adaptable for 
homes. 

1914 Learned techniques of making high-powered engines 
and has built up large working capital. 

35% Has extended operations in radio tubes and elec- 
tronics devices and acquired radio manufacturing 
company. 

44 Developed many new uses for plywood which will 
have post-war follow-up in building operations. 

1915 Through work on the "jeep" has laid foundation for 


new operations after war; retired the preferred stock; 
the working capital gained 400%, in 2 years. 
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Evaluating Low-Priced 
Stocks 





(Continued from page 351) 


in its principal selling lines. Com- 
pany’s past earnings record is drab, 
with dividends infrequent. With 
large deferred demand existing in 
the company’s merchandising lines, 
there appears to be a good prospect 
for post-war recovery of earning 
power. Large sums have been spent 
to modernize the organization and 
to improve operating efficiency, and 
this may well bear fruit after the 
war. On a purely statistical basis, 
the stock despite the somewhat spec- 
ulative capitalization does not look 
overvalued. At present, the com- 
mon sells around 814 compared with 
book value of $10.38. Total valua- 
tion of the common issue is less than 
half of working capital and less than 
a third of net tangible assets, and 
it is not high in relation to sales and 
earnings. While distinctly specula- 
tive, Spear at 814 looks genuinely 
low-priced with the preferred stock 
imparting a good deal of leverage. 
In the past, this made for fairly wide 
fluctuations in earnings. : 
Norwalk Tire & Rubber, in view 
of the company’s poor peace time 
record, appears adequately priced 
but considering the large deferred 
demand for tires, the stock is not 
without some speculative merit. Cur- 
rently, it sells at around 61% com- 
pared with book value of $4.46. This 
price fully discounts normal expec- 
tations but perhaps takes not fully 
into consideration the exceptional 
possibilities existing in the tire field 
for some years after the war, nota- 
bly the prospective absence of the 
type of pre-war price competition 
which led to extremely narrow profit 
margins in the past. Relatively small 
plant capacity, however, limits future 
potentialities. On the whole, ap- 
preciation possibilities, while exist- 
ing, are not more than average, ac- 
cording to the present outlook. 
Really low-priced stocks, as the re- 
sult of this and our former survey 
has shown, are quite scarce today, 
that is stocks which are inherently 
sound and statistically cheap. Fact 
is that recent advancing markets and 
public preference of low-priced 
equities has carried most of them to 
levels where they are no longer 
cheap and no longer represent bar- 
gains. Any market reaction of course 
will again widen the field, hence the 
reader may profitably await future 
market setbacks for bargain hunt- 
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ing. Such setbacks, among other 
things, would certainly enhance the 
possibilities of some of the issues dis- 
cussed in this and the preceding ar- 
ticle, even where negative conclu- 
sions are arrived at. 

Beyond that, we have listed in the 
appended box ten low-priced oppor- 
tunities. which we believe hold out- 
standing potentials, on an over-all 
basis. Timing of purchases, however, 
should only be undertaken in line 
with the market advice given by Mr. 
A. T. Miller in every issue of the 
Magazine. 





Two "Special Situations"... 





(Continued from page 357) 


being about three times the prewar 
level. 

While the company was incorpo- 
rated in 1912, its principal growth 
probably occurred in the 1920’s. As- 
sets dropped about one-third during 
the depression of the early 1930's 
but since 1938 have gained 80% 
(principally in current assets). Book 
value has increased from $5.81 in 
1932 to $18.72 at the end of last year. 

The company managed to main- 
tain adequate working capital dur- 
ing the depression years, and the 
small remaining funded debt was re- 
tired in 1938. Present capitalization 
consists of 54,919 shares of $5 pre- 
ferred stock and 89,529 shares of 
common. The present preferred, is- 
sued in 1936, is convertible into 334 
shares of common stock and hence 
the present price of about 112 dis- 
counts a figure of go for the com- 
mon. It is callable at 105. The 
yield on the preferred is about 
444%, and on the common (based 
on the $2.00 dividend rate paid since 
1940) 7.7%. Dividends have been 
paid on the common since 1924 with 
the exception of 1932-5; the stock 
was split 3-for-1 in 1937. 

Marketwise the stock has been re- 
markably steady following its rise 
from 14 in 1933 (adjusted for split- 
up) to 3334 in 1937. While the low 
points in 1938-43 varied between 10 
and 18, the high points have ranged 
only between 21-26. 

Earnings in 1943 were $3.33, 
slightly lower than in the two pre- 
ceding years; taxes and renegotia- 
tion absorbed nearly four-fifths of 
net profits last year. Interim earn- 
ings are only published for a six 
months’ period. Selling at less than 
eight times earnings, and with di- 
versified sales and improved profit 
margins anticipated for the post-war 
period, the stock appears outstand- 
ing in its class. 
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tracts are terminated, no doubt at 
least former average liquidity ratio 
—more likely a somewhat higher one 
—will be restored. 

Firestone’s best earnings in re. 
cent pre-war years—such as 1936- 
1937 and 1940—were only a little 
over $3 a share. How much better 
than that might they be in the most 
active post-war period? The answer, 
obviously, must be both conjectural 
and _ speculative. Sales will, of 
course, be much less than now. Sup- 
pose—just to think out loud—that 
they approximate the $268,000,000 
of 1941. That is conceivable, for we 
did not swing into full-steam war 
output until 1942. For some years 
to come, defense needs for mainte. 
nance of peace-time armed _ forces 
may take almost as much rubber as 
was taken in the twelve months, Oc 
tober 1940 to October 1941; while 
civilian demands for a goodly pe- 
riod will be larger than in 1941 even 
though that was an excellent tire 
year. Then too, there will be siz 
able increases of volume in various 
new products. Finally, foreign de- 
mand will be heavy. 

Suppose the excess profits tax has 
been repealed, the profit margin ap- 
proximates that of 1941, there is no 
contingency reserve deduction and 
the Federal tax is 4o per cent. On 
these assumptions—which we em- 
phasize, are not forecasts—the writer 
figures Firestone’s profit would be a 
bit over $8 per common share; and 
with the same assumptions, but a 50 
per cent Federal tax rate, would be 
somewhere around $7 per share. 

The capitalization, changed sev- 
eral times since the 1920's, is ap- 
proximately $44,777,000 in 3 _ per 
cent debentures which are _ being 
gradually retired through sinking 
fund, $45,000,000 in 4% per cent 
cumulative preferred stock—which 
was issued only a few months ago, 
with substantial savings in preferred 
dividend requirements, when previ- 
ous outstanding issue of similar 
number of 6 per cent shares was 
called—and 1,945,896 shares of com- 
mon. For other pertinent statistics, 
note the accompanying table. 

Firestone can change over quick- 
ly from war production. For in- 
stance, to quote the management: 
“The factory now making plastic 
helmet liners can, overnight, be 

(Please turn to page 373) 
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Ae MONEY AND BANK CREDIT 
i CONCLUSIONS 
8) MONEY AND CREDIT—Campaign 
60 talk about drastic reductions in post- 
ibt at war tax rates should not be taken too 
ratio rr a seriously; though shackles on risk capi- 
°r one “~ renee ei , i tal may be eased eventually. 
n re. ; TRADE—Department store sales in 
1936- g week ended June I7 were 3% above 
little 4 40 last year, against increase of 6%, for 
better 8 US GOVERNMENTS Je four weeks and for the year to date. 
' Most z ge a al 
iswer, S a0 leetzeeber” gor” ~ INDUSTRY—Business dip following 
ctural 3° (7 Demano cEPosiTs | Nazi defeat may be shorter and less 
a | . 
l, of severe than generally expected. Wide- 
Sup- _ ly publicized warnings are spurring 
—that 20 a ee adoption of preventive measures. 
10,000 eee R MONEY 
or we eee COMMODITIES—Farm prices, cash 
| War i a °—_ and futures, rally sharply following 
years adie anna enactment of price control extension 
ainte- ee bill calling for Government support of 
‘orces ee important commodities at parity. 
er as ° |e Se Se 
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n ap-f during the past fortnight at its all-time high, a 
is no} mild sag in steel ingot and electric power out- BUSINESS ACTIVITY 
and§ put having been offset by the voraciously PER CAPITA BASIS 
On} mounting war demand for petroleum products. M.W.S. INDEX 
em-| Department store sales in the week ended 
iter} June 17 were only 3% above last year, com- - 
be af, pared with an increase of 6% for four weeks seins 
and} and for the year to date. é 


a 50 kk ok 


d be Commerce Department predicts that the 
e national income will start turning down in the 
Sev F next six months—slowly until Germany falls, 
| 4P-F then a sharp drop, followed within a few months 

Pel} by a rise as reconversion is accomplished; but 
e1n§ | that the year's total will top last year's $148 
king } billion. We agree with this in the main; but 
cent} doubt if the ¢emporary drop will be as sharp 
hich} gs expected by Washington officialdom. 




















ago, kk 
rred ie? a 
revi: Once a Nazi defeat is in sight, there is going 


nilar | to be too much competition between civilian 
was | business and the Army for any surplus capacity, 
-om- | material or manpower that might develop to 
tics, | permit even a — recession of any v7 
































magnitude until Japan also is defeated. By Pr 
tick. | the time Germany surrenders, preparations ~ wt 1939 
in- | for reconversion will be so far advanced that es 
ent: | tesumption of civilian production will almost ee ee Se ee ee 
astic | immediately take up the slack as fast as capa- JFMAMJJASOND 
be (Please turn to the following page) 
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Latest Previous Pre- : 
Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 

FEDERAL WAR SPENDING (#f) $b June 2! 1.91 1.70 1.70 0.43 : 

Cumulative from Mid-1940............ June 21 197.2 195.3 107.3 ~=—:143 saiieiniiallaaal ities 
city is released by the military. 

FEDERAL GROSS DEBT—S$b June 21 188.9 187.6 135.6 55.2 - 

It is even doubtful if much plant capacity will 

MONEY SUPPLY—S$b be released permanently for civilian production 

a Ren until both foes are defeated. With Germany 

Demand Deposits—101 Cities.......... June 21 36.4 37.2 32.5 24.3 : pore 
Currency in Circulation..............+0 June 2! 22.3 22.3 17.2 10.7 | out of the way, there is a good possibility that 
the Armed Forces will want to continue all-out 
production of armament in order to shorten the 

BANK DEBITS—13-Week Avge. P war against Japan. Experience gained in actual 
a pa he sseneecoranoncescsonenes po . ie — <4 Hp warfare against still strong and determined foes 

r Cities—$b.................... . . . . 
aera can cause swift and radical shifts in previous 
ideas as to ar t d 
INCOME PAYMENTS—$b (cd) Apr. 12.49 12.87 11.40 8.11 * * * 
Salaries & Wages (cd)...............0 Apr. 8.97 8.98 8.20 5.56 . . . 
interest & Dividends (ed)... Apr. — oo a ee 
Farm Marketing Income (ag)....... Apr. 1.40 1.43 1.32 1.21 | tion contracts last year, for example, the Army 
Includ'g Govt. Payments (ag)........ Apr. 1.47 1.51 1.39 1.28} has just decided that farm implement and rail 
equipment plants must step up current output 
f tanks by 30% to 100%. | doing, short- 
CIVILIAN EMPLOYMENT (cb) m May we me we ee 
a ages of manpower, parts and materials may in- 
Agricultural Employment (cb) May 8.6 75 8.9 PE ik. cael te th can to elvili 
Employees, Manufacturing (Ib).. May 16.0 16.2 16.8 13.6 ee ee ee ae eee 
Employees, Government (Ib)...... May 5.9 5.9 6.0 4.5 | production. 
UNEMPLOYMENT (cb) m May 0.9 0.8 0.9 3.3 a 
Congress cleaned up three urgently needed 
Ma 159 161 167 141 

FACTORY EMPLOYMENT (ib4) Y pieces of legislation before adjourning for the 
DirabiniGoods-.... May 218 221 226 168 inati ti Th : 
ee May 112 113 121 120 — annie e — = 

pod 318 384 310 189 ure setting up machinery for war contract ter- 

FACTORY PAYROLLS (ib4) mination creates an Office of Contract Seitle- 

° +t (O. C. S.) with which a voluntary agree- 
TORY HOURS & WA 1 yn 

pooner 5 aacmaiaepiinilannd on 45.3 45.3 44.7 40.3 | ment for settlement will be final. Pending final 
Hourly Wage (cents)... Mar. 100.6 100.3 93.4 . 78.1 | settlement, the Government will advance to the 
Weekly wage ($)~...._.......__ Mar. 45.62 45.44 41.75 32.79} contractor 100% of the contract price for fin- 

ished items; 90% of the cost of work in process; 

PRICES—Wholesale (ib2) June 17 103.7 104.0 103.5 92.2 | and a reasonable percentage of other allowable 
Retail (cdlb) Apr. (36.4 135.3 133.9 116.1 | costs, such as overhead. 

* * * 

COST OF LIVING (Ib3) May 125.0 124.5 125.1 110.2 If dissatisfied with the Government's proposed 
Food May 135.5 134.6 143.0 113.1 | terms of settlement, the contractor may take 
Clothing ....... May 137.0 136.9 127.9 113.8 | his case to an appeals board, and can even 
ee May 108.1 108.1 108.0 107.8 carry an appeal beyond the board to the court 

of claims—paying costs of the court action if 

RETAIL TRADE he does not win an increase. If fraud is sus- 
— — (cd) $b............. a on ren = Ae pected, the General Accounting Office will so 
‘ste “ue age Ser gael Mle Ao 469 484 4.42 3158] certify to the Justice Department, which may 
Chain Store Sales (ca)..............0.. May 191 186 171 151 then withhold payments. Claims proved to be 
04 nat ate re eae eites _ = = i 4 fraudulent will be penalized. 

pt. Store Stocks (rb2).................. pr. hat 
The Army Service Forces, Adjustment Division, 
MANUFACTURERS’ of the War Department has just issued a new 
New Orders (cd2)—Total......____ _ Apr. 281 271 280 212 booklet: “The Contractor's Guide," explain- 
ee apiece cea acres Pl me rn pd = ing major questions involved in settling termi- 
Shipments (cd3)—Total.....|_—Apr. 280 «9273, 253-183‘ ated contracts. 
Durable Goods Apr. 387 369 338 220 oe = 
Non-Durable Goods .........__... - Apr. 196 197 186 155 President Roosevelt has signed the "G. I. Bill 
of Rights," which: !—Authorizes for veterans 

BUSINESS INVENTORIES—$b up to 52 weeks of unemployment compensation, 
End of Month (cd)—Total pepe ieee Apr. 27.8 28.0 27.6 26.7 | at $20 a week, with adjusted compensation for 

a ae a i _ _ re! yd = self-employed veterans restoring themselves in 
Retailers’ Pe 63 64 62 7.2 | business. 2—Guarantees 50% of loans up to 


$2,000 to veterans, at not more than 4% interest, 
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umuneeie 
PRODUCTION AND TRANSPORTATION 
ceuianeanetiniaeal 
Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
oe; ne aaa June 17 136.1 136.2 131.6 118.2 | to establish homes or businesses. 3—Authorizes 
( . . .)—I—np ewecccvecccccccccccceccces June 17 165.8 165.9 157.6 139.5 individual grants for four years of training ane 
INDUSTRIAL PRODUCTION (rb3) May 237 239 239 174 education, to the amount of $500 a year plus 
Durable Goods, Mfre..........cccccccceseee May 357 361 359 215 monthly subsistence pay of $50 for single and 
Non-Durable Goods, Mfr May 170 172 176 141 $75 for married veterans. The Veterans’ Bureau 
r will CARLOADINGS—t—Total June 17 879 874 868 833 is planning to set up facilities for advising vet- 
stion rg ah Miscell pom Hs eo = ~~ 7 erans of their rights under this bill. 
se., ; une 
peti Coal June 17 182 183 177 150 s+ 8 
that ORME Soe cisc ees ceta tecesssscseetsescasvcsctecbessestss June 17 45 44 50 43 Cc ; leted d h 
_ ongress also completed, and sent to the 
the ELEC. POWER Output (K.w.H.)m June 17 4287 4,235 4,098 3,269 White House, a compromise measure extending 
va SOFT COAL, Prod. (st) m June 17 12.3 12.5 12.0 10.8 | price and wage control for another year be- 
rae Cumulative from Jan. {__..__ June 17 297 285 275 * 466 yond June 30. About the best that can be said 
eas STOENS, EMC NN Os occ. sescacsecssncsessasescsize> Apr. 50.5 51.8 78.7 61.8 | of this patchwork product of pressure group 
PETROLEUM—(bbis.) m politics is that it will make a tough job tougher 
Crude Output, Daily...............0........ June 17 4.57 4.52 3.97 4.11] for the O.P.A 
A “June 17 = 85.27 86.91 = 79.59 87.84 re 
lue- Paal Oil Stocie. cece. June 17 52.02 51.22 66.93 94.13 * 2 * 
rmy Eteating OW Stocks... -s0scsssccscsssiess:- June 1734.14 33.67 31.75 54.85 
rail LUMBER, Prod. (bd. #4) m June 17 643 648 666 632 There is a lot of campaign talk about joing 
nae Siecle, Gad Me. {bd. #2) b........... May 3.4 3.4 4.0 12.6 tax rates eine Phin the war: but don't 
+ + thi w + 
ort. | | | STEEL INGOT PROD. (st.) m May 7.48787 7556.96] act until something definite is known about 
ia Cumulative from Jaa. |. .......... May 37.8 30.2 368 74.69 spi iia Reptile 
“a the post-war size of the national income and 
ENGINEERING CONSTRUCTION the Federal budget. P t i . 
AWARDS (en) $m June 22 280 29.2 53.7935 | prt pede Pepe tee ve “et 
an tam te, | . June 22. 857 829 1,766 5,692 alties on risk capital will undoubtedly be 
i EO eased; but, unless deficit financing is to con- 
7 : : ‘ ‘ 
ni she see gl cots tae as aa ‘ae tinue baat tax receipts _ must be large 
oi ks Seven leteed May 61 55 69 88 enough to finance huge expenditures for unem- 
“ Do., Imports from Canada. Mey 229 214 227 283 ployment relief, aid to veterans, schemes to 
er- Do., Exports... ..... ees ay 2 I 1 | + f ices, and a bi ilit : 
a ee sone Mey waa jin ee in — arm prices, and a big military estab 
oe: Do., Stocks (mpt), End Mo........... May 475 451 521 523 i 
al ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—I00. cb. Census Bureau. cd—Commerce Dep't. cd2—Commerce 
the Dept., Jan., 1939—100. cd3—Commerce Dep't., 1939—1!00. cdlb—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
data. en—Engineering News-Record. |—Seasonally adjusted Index. 1923-5—100 Ib.—Labor Bureau. Ib2—Labor Bureau. 1926—100. Ib3— 
fin- Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m. Millions. mpt—At Mills, Publishers & in Transit. np—Without compensation 
ss; for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 
~~ 100. rb3—Federal Reserve Board adjusted index, !935-9—100. st—Short tons. t—Thousands. t—Treasury & R. F. C. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
4 No. of ————_ 1944 _ Indexes ————— (Nov. 14, 1936, Cl—100) High Low June 24 July | 
. Issues (1925 Cl—100) High Low June24 July! | 100 HIGH PRICED STOCKS. 70.68 62.77 70.14 ~—_70.68E 
ke 283 COMBINED AVERAGE ...... 98.1 79.5 95.2 98.1G | 100 LOW PRICED STOCKS.....104.02 75.33 98.23 104.026 
a 4 Agricultural Implements ...... 178.9 148.6 176.8 178.9G 6 Investment Trusts... 41.9 34.0 41.2 41.96 
ee 9 Aircraft (1927 Cl—100).... 133.0 118.5 128.8 133.0A 3 Liquor (1927 Cl—1!00)_... 365.4 291.4 353.2 343.1 
' 5 Air Lines (1934 Cl—100).. 491.9 421.9 483.6 491.9A 8 Machinery —.. 122.5 105.2 120.0 122.5E 
As- 5A ee 79.8 68.2 79.3 79.8N 2 Mail Order 0. 938 82.5 93.3D 92.7 
so 13 Automobile Accessories ... 172.6 119.0 154.0 172.69 3 Meat Packing = “Jes 55.5 66.6 70.26 
ay 12 Automobiles: 2.2... 298 17.6 27.9 29.8G | I! Metals, non-Ferrous 147.7 116.4 144.5 147.7A 
De 3 Baking (1926 Cl—100)_.. 15.0 129 145 150A] 3 Paper 16.7 129 165 167D 
3 Business Machines __....... 207.9 171.9 204.6 207.9G | 22 Petroleum 0388.7 121.3 134.9 136.7A 
2 Bus Lines (1926 Cl-100)..... 118.4 101.9 114.6 118.4E 19 Public Utilities 0. 56.7 48.7 53.8 56.7A 
n, 5 Chemicals EER ee ree cL 176.0 194.6 197.1G 4 Radio (1927 Cl—100)_...___ 28.5 21.5 27.5 28.56 
we 4 Communication TE 57.1 71.8 73.0G 7 Railroad Equipment .. 58.0 51.5 57.7 58.0E 
* 12 Construction nnn 42.3 33.1 41.3 42.3E | 18 Railroads 19.9 14.1 19.8 19.9E 
i. G'\Containere: 5. BRR 220.1 270.0 273.76 2 Shipbuilding = sé. 70.3 82.7 81.3 
8 Copper SB Orase ei, 73.0 62.5 69.7 73.0A 3 Soft Drinks eo 305.2 350.3 349.4 
2 Dairy Products ........... 46.2 38.6 45.4 46.2 12 Steel & Troma... . 78.5 65.7 75.7 78.5A 
tl 6 Department Stores —...... 35.5 28.2 35.0 35.56 3 Sugar 50.! 41.7 49.2 50.10 
we 5 Drugs & Toilet Articles..... _. E20 81.0 109.5 112.0N 2 Sulphur 171.7 160.7 167.2 171.1 
‘. 2 Finance Companies................ 247.0 216.) 245.0 240.7 3 Textiles 57.6 48.0 57.6E 56.0 
- 7 Food Brands ..................-.. 137.4 123.1 133.6 137.49 3 Tires & Rubber__. 33.2 25.4 33.1 33.0 
: 2 Food Staree yan, 53.9 46.5 53.0 53.9D 4 Tobacco 72.4 60.2 72.1 72.4C 
5 4 Furniture ceseseeecneetnenncneenan . 77.0 56.4 74.8 77.0G 2 Variety Stores _______. «242.8 219.7 242.1 241.9 
: 3 Gold Mining —..00..0.... 1010.4 879.8 994.0 982.1 21 Unclassified (1943 Cl—100) 126.3 98.7 119.0 126.3A 
- New HIGH since: A—1943; C—1941; D—1940; E—1939; G—1937; N—1931; Q—1929. 
ET 
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Trend of Commodities 


Under leadership of cotton and wheat, prices for farm 
products in both the cash and futures markets rallied rather 
| sharply following passage by Congress of the compromise 
measure to extend price and wage control for a year be- 
yond June 30. Occasion for the fireworks was a little 
publicized clause in the bill specifying that the Govern- 
ment "shall take all lawful action" to assure farmers parity 
prices for basic commodities. Another amendment raises 
the loan value on cotton to 92.5% (previously 90%) of 
parity, and directs the O.P.A. to raise ceilings on textiles 
to conform with the higher prcies for cotton. According 
to the B.A.E., the average price received by farmers for 
cotton on May I5 was 19.80 cents, against a computed 


—_ 


SSMS NE STE NS TE: 


parity of 21.08 cents. On that same date only two other 
of the six “basic commodities—wheat at 98%, and pea- 
nuts at 94%, (same as cotton}—were below parity. Corn, 
rice, and tobacco were selling at parity. The mandate 
to support prices also includes all other farm products for 
which the W.F.A. has asked increased production. Among 
these are eggs which the Government has had great dif. 
ficulty in supporting at 27 cents a dozen (91% of parity). 
Now some means must be found to boost the farm price 
to 30 cents. Agriculture Department officials are in- 
clined to think that the Government may have to pur- 
chase considerable quantities of below-parity commodi- 
ties to carry out the bill's provisions. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
June 24 Ago Ago Ago Ago Ago 194! 
182.4 182.2 181.7 180.8 178.7 176.4 156.9 
168.4 168.4 168.6 168.2 168.0 167.7 157.5 12 
192.0 191.7 190.7 189.5 186.1 182.3 156.6 


28 Basic Commodities __. 
1! Import Commodities .... 
17 Domestic Commodities 


7 Domestic Agricultural... 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
June 24 Ago Ago Ago Ago Ago 1941 
223.0 223.7 224.1 222.1 217.7 208.9 163.9 
207.2 207.7 207.6 206.9 205.9 200.9 169.2 
165.5 165.0 164.2 163.2 160.6 159.9 148.2 


Foodstuff 

























































































COMMODITY FUTURES INDEX SPOT COMMODITY INDEX 
APR. MAY JUNE 
100 APR MAY JUNE 260 | 
eet | 
ei | mame fron maw’ 
90 240 
MOODY'S INVESTORS DOW JONES 
SERVICE INDEX COMMODITIES INDEX 
85 | | 230 
ELE PS ET 
Average 1924-26 equal 100 15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Serviee 
1944 1943 1942 1941 1939 1938 1937 19441943 1942 1941 1939 1938 1987 
High ................. 98.13 96.55 88.88 84.60 64.67 54.95 82.44 High 251.5 249.8 239.0 219.0 172.3 152.9 228.1 
DO iia eenscsaall 94.54 88.45 83.61 55.45 46.50 45.03 52.03 LOW oon eeeccseeeeeceeeeeee 247.0 240.3 220.0 171.6 138.4 130.1 144.6 
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Investment Audit of Alle- 
ghany Corporation 





(Continued from page 353) 


prior preferred, callable at 50 and 
with arrears of $23.125 as of Decem- 
ber 31, 1944, seems definitely under- 
priced at 55. ‘This issue is well pro- 
tected from an asset standpoint and 
company purchases seem almost cer- 
tain. Admittedly this stock is not 
for the person seeking income, since 
a dividend on this stock is not prob- 
able until full retirement of the com- 
pany’s bank loan is effected and 
further debt reduction is accom- 
plished. For those investors who 
can forego income, and who desire 
an issue well protected by assets and 
earnings, we believe that this issue 
will ultimately sell at its call price 
plus arrears which combined should 
exceed $75 per share. 

The Junior $5.50 preferred, call- 
able at 105 and with arrears of $69.66 
as of December 31, 1944, is for all 
intents and purposes the equity 
which will share in the rising for- 
tunes of Alleghany. Should merger 
of the C & O affiliates be consummat- 
ed, and greater cash inflow to C & O 
materialize, this junior issue would 
become the primary beneficiary of 
such development. In like manner, 
this issue would benefit from any 
further probable rise in Alleghany’s 
portfolio of defaulted securities. 
Selling at a market discount from 
current liquidating value of from 
$48 to $60 per share, with prospects 
of ultimately higher liquidating 
values, Alleghany junior preferred 
offers interesting possibilities to the 
patient holder. 

The junior equity, at 214, repre- 
sents a long term call on a rising 
market for rail securities. The com- 
mon is definitely “under water.” Al- 
leghany’s portfolio must appreciate 
some $80 million merely to cover call 
price and arrears on the junior pre- 
ferred, and some $go million to cover 
a price of 214 for its 4,522,597 shares. 

Speculative possibilities lie in abil- 
ity of the management to manage its 
portfolio skilfully over coming years 
and gradually purchase both pre- 
ferred issues at a discount from liqui- 
dating value which would gradually 
improve the position of the equity. 
However, we cannot enthuse too 
greatly over prospects of this equity 
over the next few years and we 
would characterize Alleghany com- 
mon as an exceedingly radical spec- 
ulation only for those with extreme 
patience and possessed of the opti- 
mism of our earlier pioneer days. 
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Drug Companies Appraised 
for Income and Profit 





(Continued from page 356) 
years. Dividends are 60 cents. The 
company has $250,000 funded debt 
and 300,000 shares of $7.50 par value 
capital stock. 

Chesebrough Manufacturing Com- 
pany was formerly a Standard Oil 
of New Jersey subsidiary but was 
segregated in 1911. It has had a 
record of many years of large earn- 
ings as the producer of Vaseline and 
similar petroleum derivatives. It 
had sales in many foreign countries 
before the war. Its distributing 
agent in the United States is Col- 
gate - Palmolive-Peet (described 
above). In the 1920s, the company 
often had earnings above $10 a share 
annually and sometimes near to $15. 
In the past twelve years, they have 
been above $5 a share every year and 
often over $7. The 1943 net was 
$7.82 a share against $6.95 in 1942. 
Dividends have been large and were 
$6 a share or more for every year for 
a long period until 1942, when $5.50 
was paid, and the same was paid in 
1943. ‘The company has only one 
class of security consisting of 120,000 
shares of $25 par value. 

Lehn & Fink Products Corporation 
is widely known through its adver- 
tising of Pebeco tooth paste, Lysol 
disinfectant, Hinds Honey & AI- 
mond Cream and other drug and 
cosmetic items. The company had 
a material increase in income in the 
past two years, with $3.22 a share 
for the fiscal year to June 30, 1943, 
and indications of somewhat above 
that for the year to June go, 1944. 
For a number of years before, in- 
come was from 83 cents a share to 
$1.94. The current dividend rate is 
$1.40. The company has only one 
class of security consisting of 400,000 
shares of $5 par value capital stock. 

Zonite Products Corporation 
makes tooth paste, disinfectant, ton- 
ics, moth proofing chemicals, cleans- 
ing preparations and floor wax. The 
company had small earnings in many 
years, with the best results in the 
past fifteen years in 1943 with 62 
cents a share. The dividend rate is 
go cents. The only security is 825,,- 
656 shares of $1 par capital stock. 

Norwich Pharmacal Company is 
best known for its Unguentine, a 
preparation for the relief of sunburn 
and other burns. It makes a num- 
ber of other drugs and chemicals, 


| NOTE—From time to time, in this space, 





| struction. 





vitamin products and aspirin. Earn- 


ings for many years have been close 
to $1 a share annually, with $1.12 


there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. .This is number nineteen of @ series. 


ScHENLEY Distitters Corp., N. Y. 


How Many 
Summers ? 


A generation ago, it was not unusual 
to hear the age of whiskey rated by 
the number of “summers” it had lain 
in the wood. A man making a nose- 
and-taste-test of a sample of whiskey 
might have been heard to inquire, “How 
many summers old?” He would think 
in terms of “summers’—rather than in 
years. And, generally speaking, he knew 
what he was talking about. 

It is conceded by most distillers that 
the development of whiskey proceeds 
more rapidly in the barrels when the 
temperature in the storage or rackhouse 
is at summer heat. There still are those 
who believe that little or no change in 
whiskey occurs during the winter 
months. This opinion is not shared by 
some very well-posted modern distillers, 
who, while they admit of greater accel- 
eration of the aging process in warm 


temperature, still believe that some 
change results from the changes in tem- 
peratures. 


However, our most advanced distillery 
rack-houses are models of scientific con- 
The temperature is thermo- 
statically controlled. Really, it is sum- 
mertime all year around—inside. Since 
the amount of moisture in the air is also 
important—the humidity is constantly 
tested and controlled. And this reminds 
us that we recently told you that the 
barrel is considered one of the raw ma- 
terials out of which whiskey is made. 
Remember? Whiskey extracts certain 
flavor elements while it is stored in the 
“wood.” And these flavor elements are 
variable because there is no exact uni- 
formity in nature’s raw materials. The 
oak from which the barrels are made 
varies according to the difference in soil 
where it was grown. ‘ 

So, by the same token, difference in 
temperature likewise creates variables in 
whiskey. For instance, in an old-fash- 
ioned rack-house there were many tiers 
of barrels—from the floor to the under- 
side of the roof. Distillery men discov- 
ered that the whiskey in the top-tier 
barrels, directly under the roof, took on 
different characteristics from that in the 
middle or bottom tiers. The hot sun on 
the roof, of course, was the answer. If 
you visit one of our whiskey-aging ware- 
houses, you will see only a few tiers 
from the floor up. A thermometer test 
will prove the near uniformity of tem- 
perature, above and below. 

How many of our fellow Americans 
have any idea of the care and precision 
that are exercised in present-day Amer- 
ican whiskey production—to produce 
what we sincerely believe to be the 
world’s finest whiskey? Yes, we'll say it 
again— 

America Makes the Best of Everything! 

MARK MERIT 

of SCHENLEY DIsTILLERS Corp. 

P.S. The whiskey you are able to buy 

today, in moderate quantities, comes out 

of reserves. There is none made today. 

Distillers are making alcohol for war 

purposes—foday and every day. First 
things come first! 
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at 


GRAND COULEE DAM 





Water 
over the dam 


...and back of the dam... is creating a new 
land of opportunity in the great Pacific 
Northwest. The harnessing of the endlessly 
flowing Columbia River and other swift run- 
ning streams generates the nation’s greatest 


regional supply of hydro-electric power. 


Today, these great, man-made sources of 
energy are helping to win the war... 
ing aluminum reduction mills at high speed 
production . . . filling the light metal needs 
of our great wartime air armada, our navy 
and our merchant marine. 


Their postwar possibilities hold limitless 
promise. Here is a source of low-cost power 
ready for immediate action and potentially 
equal to the heaviest demands of rapid indus- 
trial expansion. Here are planned irrigation 
projects capable of transforming millions of 
acres of rich, but arid, land into fertile farms 
and orchards. New trading centers will thrive. 


Look to the Pacific Northwest 


New manufacturing will augment the lum- 
bering, shipping, fishing, farming and mining 
industries, to which the Pacific Northwest 
owes its ascendency. Vast quantities of goods 
will flow to Alaska, China and all the Orient 
from the natural deep-water harbors of the 
Pacific North Coast ports. 


The Milwaukee Road serves this region of 
boundless opportunity. We have long had 
faith in its future. To the builders of America 
we say: “Look to the Pacific Northwest!” 


BUY MORE BONDS 


THE MILWAUKEE Roap 


ELECTRIFIED OVER THE ROCKIES TO THE SEA 











n 1943 and g2 cents in 1942. The net was $11.38 a share in 1943, com- 


Jividend rate is 60 cents. The capi- 
tal stock consists of 796,287 shares of 
$2.50 par. 

Mead, Johnson & Company is the 
highest market price for its stock 
and in average earnings per share in 
recent years of any in this group. 
[ts products include a number of 
fish liver oil products of which the 
best known is Viosterol, special food 
items, baby foods and a number of 
other items sold directly to physi- 
cians. Most of its business is done 
on direct contact with physicians 
and druggists. Mead, Johnson has 
earned above $7 a share for -every 
year starting in 1935. The largest 
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pared with $8.81 in 1942. Dividends 
of $7 a share were paid in many re- 
cent years. The 1943 rate was $6.25. 
The outstanding securities are 170,- 
ooo shares of $10 par 7% preferred 
and 165,000 shares of no par com- 
mon. 

Abbott Laboratories makes a 
number of medicines, biological 
products, drugs and chemicals. It 
has had a long period of earnings 
which ran from $2 to $3 a share 
annually, but had a decided increase 
in 1943 when net before special re- 
serves was $4.19 a share, against 
$2.76 the year before. Dividends 
were $2 a share in 1943 on the com- 


THE 


mon. The company has 40,000 
shares of $4 preferred, par $100 and 
849,958 shares of no par common. 

City, Inc., makes a number of cos. 
metics, perfumes, deodorants, toilet 
articles and similar items. Small 
earnings have been shown in recent 
years, ranging from 60 to go cents 
a Share. The 1943 net was 65 cents 
a share. The dividend rate is go 
cents. There is only one class of 
security consisting of 1,474,000 
shares of $1 par capital stock. 





A Challenge to Congress 





(Continued from page 335) 


thau, it was pleasant to hear, de- 
clared himself publicly in favor of 
post-war tax adjustments that would 
encourage “risk money investments 
in business and other sound ven. 
tures,” however, the edge of that sat- 
isfaction was blunted by his admit- 
tance that his policy is for holding 
post-war tax rates “quite high” as a 
means of paying off as quickly as 
possible our huge national debt, now 
already at the $190 billion mark. To 
curb wishful thinking and undue op- 
timism, it must be stressed that con- 
siderable preparation will be re. 
quired for specific legislation to 
emerge from the recently launched 
investigation into tax reductiun pos 
sibilities. Admittedly it is a difficult 
subject but assurance of a construc 
tive tax policy would be one of the 
most helpful things that could be 
hoped for to promote quick and suc 
cessful reconversion, and to stimulate 
transitional and post-war business. 
The idea that venture capital must 
be encouraged, possibly by repeal of 
the capital gains tax, is gaining ad- 
herents everywhere but the Treasury, 
for one, is unalterably opposed to 
tampering with the capital gains tax. 
According to the present outlook. 
still rather nebulous, prospects are 
that normal and surtax corporate 
rates may be cut before the excess 
profits tax is lifted. Essentially, it will 
be up to Congress to work out a con 
structive tax policy. The need for it 
is clearly understood everywhere and 
Congress in proceeding along such 
lines will be assured of powerful 
popular support. This applies par- 
ticularly to elimination of double 
taxation, a requisite to regeneration 
of private enterprise by encourage- 
ment of risk capital. Double taxation 
of corporate earnings, first as com- 
pany profits, then as dividends, is 
perhaps the most typical anti-busi- 
ness tax. Not only does it discourage 
the private investor but it encour. 
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EDWARD KATZINGER COMPANY 


announces the change of its name to 


EKCO PRODUCTS COMPANY 











Cutlery « Sta-Brite Table Flatware «+ 











In making this change, we are officially adopt- 
ing as part of our corporate name, the familiar trade- 
| mark by which the company has in recent years become 
popularly known in the trade. 


In every other respect, however, the company 
remains exactly as before. The same skilled craftsmen 
and designers, the same experienced operating organi- 
zation and management carry on the tradition of quality 
and service that has characterized our business since 
its founding in 1888 by the late Edward Katzinger. 


EKCO PRODUCTS COMPANY + CHICAGO 


SUBSIDIARIES: GENEVA FORGE, INC., GENEVA, N. Y., STA-BRITE DIVISION, NEW HAVEN. CONN. 
EKCO PRODUCTS COMPANY, BALTIMORE, MD. 


A & J Kitchen Tools, Egg Beaters, Can Openers, Strainers « Geneva Forge Cutlery + Flint Hollow Ground | 


Katzinger Bakers’ Pans « 


Ekeo and Ovenex Tinware « Tru-Spet Fiashlights 




















ages debt financing by corporations 
and discriminates against the holder 
of equity securities. Its elimination 
would go a long way towards re- 
creating the kind of economic cli- 
mate most conducive to post-war 
prosperity. Unfortunately, official at- 
titudes are not particularly helpful 
in this respect and if they prevail, 
prospects are dim for a major revi- 
sion of the Federal tax laws in the 
early post-war years. It will be up to 
Congress to take the initiative, to 
translate the popular will into con- 
structive action. 

Action, too, has been delayed on 
the post-war public road bill now be- 
fore Congress with authorization to 
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spend $500 millions annually for 
three years on new interstate high- 
ways with a view to stabilize employ- 
ment during transition. If the bill 
passes, cities for the first time will 
get earmarked funds of at least 30% 
of the total for road construction. 


Also, states have hitherto put up 50% 


of the funds to match the Federal 
Government's share; under the new 
bill, states will put up only 40%, a 
compromise of the original proposal 
to require them to pay only 25%. 
The main controversy, however, has 
been over changing the formula for 
distribution of Federal aid funds. The 
new bill proposes to distribute funds 
on basis of 50% for population, 25% 


for area and 25% for the number o! 
existing roads but a number of coun 
ter-suggestions have been made. One 
would use as a vardstick the figure of 
expected post-war unemployment 
which would mean building more 
highways in states that had most idle 
labor. Another would use motor ve 
hicle registrations as a basis for allo 
cating funds. A third would simp] 
earmark a large part of the total for 
urban highwavs and apportion it by 
a method to be devised later on basis 
of developing needs. Since public 
works of this kind will presumably 
be first relied upon to cushion post- 
war or transitional unemployment. 
speedy enactment of realistic legis 
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"AMERICAN CAR AND FOUNDRY MOTORS 
COMPANY 
30 CHuRCcH STREET 
New York 7, N. Y. 


NOTICE OF SPECIAL MEETING OF STOCKHOLDERS 








Notice is hereby given that a Special Meeting of the Stock- 
holders of American Car and Foundry Motors Company, a 
Delaware corporation, will be held at its office, No. 30 Church 
Street, New York, N. Y., on the 26th day of July, 1944, at 
1l o’clock A.M., Eastern War Time, for the following purposes: 

(1) to consider and take action upon the Plan of Merger 
of The Brill Corporation and American Car and Foundry 
Motors Company and Recapitalization of the Surviving 
Corporation, dated June 26, 1944, and to consider and take 
action upon a proposed merger, pursuant to the laws of 
the State of Delaware, of American Car and Foundry 
Motors Company, with and into The Brill Corporation, 
a Delaware corporation, which will be the Surviving 
Corporation, and shall thereafter be known as ACF-BRILL 
MOTORS COMPANY, substantially in accordance with said 
Plan of Merger and Recapitalization and the Agreement 
of Merger attached to said Plan as Exhibit A thereto; 

(2) to consider and take action upon the Agreement of 
Merger between American Car and Foundry Motors Com- 
pany and The Brill Corporation, dated June 19, 1944; 

(3) if said merger shall be authorized, adopted and 
approved by the Stockholders of The Brill Corporation and 
by the stockholders of American Car and Foundry Motors 
Company, as required by the laws of the State of Delaware, 
to authorize its Board of Directors and the Board of 
Directors of the Surviving Corporation to take or cause to 
be taken all such action as shall be deemed to be necessary 
or advisable in order to carry out said merger and said 
recapitalization; and 

(4) to transact such other business as may properly come 
before said meeting or any adjournment or adjournments 
thereof. 

Pursuant to the action of the Board of Directors, the books 
for the transfer of shares of the Preferred Stock, and Common 
Stock of American Car and Foundry Motors Company will be 
closed at 3 o’clock P.M. on June 28, 1944 and will be reopened 
at 10 o’clock A.M. on July 28, 1944. Only those who are record 
holders of shares of such stock at the time of the meeting 
specified herein will be entitled to vote thereat. 

If you cannot be personally present at the meeting, please 
be good enough to sign and return the enclosed proxy. 

BY ORDER OF THE BOARD OF DIRECTORS 
H. C. WICK, Secretary. 
New York, N. Y., June 26, 1944. 


A copy of the above mentioned Plan of Merger and Recapitalization, dated 
June 26, 1944, to which is annexed a copy of said Merger Agreement desig- 
nated as Exhibit A, may be examined by any stockholder at the principal 
office of American Car and Foundry Motors Company, at 100 West 10th 
Street, Wilinington, Delaware, and at Room 2000, 30 Church Street, Borough 
of Manhattan, New York, N. Y. 














lation would seem to be of para- 
mount interest. 


groups in Congress has continued 
and sidestepping the more contro- 


So far, post-invasion developments 
on the homefront look confused with 
only WPB, however tentatively, ven- 
turing to move realistically towards 
eventual reconversion and the broad- 
er transitional and post-war field that 
lies beyond. WPB optimism seems to 
dominate Government policy, ex- 
pecting Germany’s defeat before the 
end of the year but apparently this 
has failed to give impetus to congres- 
sional initiative in coming to grips 
with vital problems. Rather, bicker- 
ing between political and economic 
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versial issues, the legislators finally 
recessed with much of their task un- 
done. While adjournment was tech- 
nically taken until August 1, no legis- 
lative program is planned for next 
month and members need not return 
on that date. Only congressional 
leaders will come back and arrange 
three-day recesses, presumably until 
Labor Day. 

However, time presses. Congress 
has a job to do, a vital, important 
job that doesn’t very well stand post- 
ponement. It should tackle it with- 


THE 











out delay. The present is no time for 
long congressional vacations as if the 
time element were of no importance, 
Time is running out. Congress faces 
a real challenge, and how this chal- 
lenge is met may turn out just as im- 
portant, politically, as pre-election 
fence mending. Winning the war, of 
course, is the nation’s paramount 
aim; but much can be done today, by 
adequate preparation, towards win- 
ning the peace as well. There need 
be no conflict between the two. 





Opportunities For Income 
and Appreciation In Bonds 
and Preferred Stocks 





(Continued from page 361) 
receipt of varying cash payments. 

Brazilian authorities have trans- 
ferred $42,000,000 to the U. S. A. to 
meet initial payments under the 
plan. The repudiation of a large por- 
tion of the country’s debt seems to 
be incongruous as ever since the pres- 
ent war started, Brazil has been 
building dollar balances in the 
U. S. A. on a large scale. 

The plan comprises an Option A 
and an Option B. The principal 
features are a lower rate of interest, 
provisions for amortization and 
against a sacrifice of principal, the 
choice under Option B to receive a 
cash payment, a shorter maturity and 
somewhat higher rate of interest than 
under Option A and, as regards state 
and municipal loans, the assumption 
of service liability by the Brazilian 
Government. Option B expires Jan- 
uary 1, 1945, unless extended, and if 
not accepted by January 1, 1945, 
holders will be presumed to have ac- 
cepted Option A. 

The Commissioner of Internal 
Revenue has not, as yet, rendered an 
opinion as to the taxability of the 
exchange under either plan. While 
Plan B appears preferable for the 
average investor, it may be advan- 
tageous to withhold acceptance of 
either plan until the Commissioner 
renders his opinion. 


ABITIBI POWER & PAPER CO.: 
Justice Kellock, liquidator of Abitibi 
in the Ontario Court has ruled that 
this company’s bondholders are en- 
titled to interest on interest and the 
bonds are payable at the holder’s op- 
tion in U. S. funds. This means that 
holders of coupons are entitled to 
interest at the contract rate of 5% 
yearly from their respective dates of 
maturity. 


Buy War Bonds 
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f the | Selecting Best Stocks in the THE BRILL CORPORATION 
ance. f Most Promising Industries 30 CuurcH Street 
_ No. 8—Rubbers New York 7, N. Y. 
cnal- 
5 im. NOTICE OF SPECIAL MEETING OF STOCKHOLDERS 
ction (Continucd from page 364) Notice is hereby given that a Special Meeting of the Stock- 
i changed to the manufacture of radio mets of The — Pg a Delaware —* — 
n . ae : ne held at its office, No. 30 Church Street, New Yor : 
inets. The plant producing high- . . . 
y; by ee ote bm c aa pet "he on the 26th of July, 1944, at 2 o’clock P.M., Eastern War Time, 
win. pwiftly ae aan to the produc for he Saloning penpenen: 
5 4 - . . 
need ' 2 peel. wie (1) to consider and take action upon the Plan of Merger 
tion of stainless steel beverage con- of The Brill Corporation and American Car and Foundry 
_ tainers. Facilities now being used Lo Motors Company and Recapitalization of the Surviving 
produce military mosquito netting Corporation, dated June 26, 1944, and to consider and take 
pme Ff can easily be converted to the manu- action upon a proposed merger, pursuant to the laws of the 
ds facture of upholstery fabrics and State of Delaware, of American Car and Foundry Motors 


insect screens.” 

“Naturally,” the statement adds, 
“we can not reveal all of the plans 
we have for reconversion, but these 





Company, a Delaware corporation, with and into The Brill 
Corporation, which will be the Surviving Corporation, and 
shall thereafter be known as ACF-BRILL MOTORS COM- 
PANY, substantially in accordance with said Plan of Merger 
and Recapitalization and the Agreement of Merger attached 














ents. | examples are typical of the thorough- to ld Mes x De A een 
‘ans- J ness and efficiency with which our (2) to consider and take action upon the Agreement of 
\. to | preparations are being made for Merger between American Car and Foundry Motors Com- 
the post-war production. In the World pany and The Brill Corporation, dated June 19, 1944; 
por- | of Tomorrow, we know that plas- (3) if said merger shall be authorized, adopted and ap- 
s to tics, synthetic rubber and metal al- proved by the Stockholders of The Brill Corporation and 
ores- lovs will assume new importance as by the stockholders of American Car and Foundry Motors 
een hate ynaterinisfoe cach coe be coe Company, as required by the laws of the State of Delaware, 
the Belied to the exacting physical re- to eutherive its Board of Directors and the Board of 
: : 8 } Directors of the Surviving Corporation to take or cause to 
quirements of a particular usage. In | be taken all such action as shall be deemed to be necessary 
“" A | each field, Firestone is experienced. | or advisable in order to carry out said merger and said 
ipal } In each field, Firestone has a trained | recapitalization; and 
— engineering, production and sales | (4) to transact such other business as may properly come 
an staff.’’ before said meeting or any adjournment or adjournments 
the Promising new lines include “Ve- | thereof. ; : 
ve a lon—the plastic of a thousand forms Pursuant to the action of the aye of Directors, the books 
and and uses”: “Contro,” an_ elastic for the transfer of shares of the Preferred Stock, Class A 
han thread,” with a wide range of uses, Stock and Class B Stock of - Brill Corporation will be 
tate eeiialie Sn ceaieiiade: “eames” % closed at 3 o’clock P.M. on June 28, 1944 and will be reopened 
ion ; I - ; & hol id te = ee at 10 o’clock A.M. on July 28, 1944. Only those who are record 
ram loam rubber up ri ary base “— vel holders of shares of such stock at the time of the meeting 
ing metal springs. There is promise specified herein will be entitled to vote thereat. 
Jan- also of growing importance in a If you cannot be personally present at the meeting, please 
d if considerable list of products made be good enough to sign and return the enclosed proxy. 
on of metal alloys and of bonded rub- BY ORDER OF THE BOARD OF DIRECTORS 
4 F ber-to-metal products. H. C. WICK, Secretary. 
— General Tie & Rubber Company New York, N. Y¥., June 26, 1944. 
is the largest of the “runners-u a A copy of the above mentioned Plan of Merger and Recapitalization, dated 
{a2 J ranking fifth in sales volume in the ee ee 
hile | dustry. Tire and tube sales con-— office of The Brill Corporation, at 100 West 10th Street, Wilmington, Dela- 
the | Stitute the great bulk of revenue and | wares and ot Hicen SRG, 30 Chee Street, Boroagh af Manhattan, New 
om. are directed to the replacement and | eae 
of | feet markets rather than the original | 
ner | *duipment market. Distribution is : 
through some 2,000 dealers, includ- Main plant is at Akron, Ohio. in 41% per cent preferred stock and 
ing service stations of Pure Oil. Pro- | There is a plant for mechanical rub- 526,862 shares of common. Total 
0.: duction of various types of mechani- ber goods at Wabash, Ind. To meet —_ assets are about $26,000,000, whereas 
tibi cal rubber goods was begun in 1937 growing demand, a new tire plant is depreciated figure for fixed assets is 
hat | 2d is of growing importance. | planned at Waco, Tex. Through a_ only $5,742,000 and current assets 
en- _ This company believes in diver- | subsidiary, Aldora Mills with plant are $17,632,000. Net working cap- 
the | Sification—if specific opportunities | at Barnesville, Ga., some 70 per cent ital exceeds $13,000,000 and equals 
op- | scem promising—and does not con- | of General’s needs for tire cord and $13.08 per common share, after de- 
hat [Sider itself as bound exclusively to | fabric are met. General has a stake ducting preferred stock. 
to | the rubber trade. For instance, in | in various foreign markets—includ- Although engaged, like the others, 
5% | 1942 it bought the Yankee Network, | ing Canada, India, Mexico, Ven- in war work, present earning power 
> of [2 radio broadcasting chain in New | ezuela, Portugal, and Chile—either of General Tire has not been in- 





England; and in consolidated report 
for fiscal year ended last Nov. go 
the management stated that the first 
year of radio operations had been 
profitable. 
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through subsidiaries or through for- 
eign companies with which it is 
affliated by stock and management 
interests. 

The capitalization is $6,500,000 


flated importantly. Earnings of $2.99 
a share last year were less than in 
1939 Or 1941, and compare with 
1936-1939 pre-war average of $2.38. 
Dividend at $1 rate has been paid 
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LIBERATION 








It is our obligation 
to back the Liberation 
forces by investing in 
War Bonds to the extent 


of our ability. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 








for the past four years, the prio) 
record having been irregular. Work- 
ing capital ratio of 4.1 is higher than 
that of any of the Big Four com- 
panies; price ratio to current earn- 
ings and to pre-war average earn- 
ings is lower than for the four 
leading stocks; and operating profit 
margin compares favorably with 
those shown by the leaders. ‘Thus, 
there are real values in this specula- 
tive stock. 





Companies Making Lasting 
Gains from War-Time 
Changes 





(Continued from page 363) 


over five times what it had been at 
the end of 1941. 

General Precision Equipment has 
been active in war work through 
which it has made a number of im- 
provements or new devices for pro- 
jecting machines and it has devel- 
oped a new screen for use in 
television broadcasting in large the- 
atres and other assembly places. The 
company has also produced some 
new precision equipment for war 
use which may have its peace-time 
applications. 
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The use of plywood has _ been 
greatly extended during the war pe- 
riod and some of the new develop- 
ments will be of advantage to the 
companies in this field after the war. 
Among the leaders are U. S. Ply- 
wood, Atlas Plywood and Mengel Co. 

Definite proof of what the war has 
done to help can be found in the 
case of individual railroads. Until a 
year or so ago, whenever investment 
discussions were held, certain of 
them were referred to as “marginal.” 
The implication was that scrious 
danger of default on bond interest 
might exist unless earnings radically 


improved and working capital was 


enlarged. New York Central and 
Southern Pacific were among the 
railroads so listed for a long time, 
until quite recently. Both have had 
very good earnings in the past two 
years, have made large retirement of 
funded debt and have built their 
working capital to such an extent 
that they have both ceased to war- 
rant the “marginal” classification. 
War stimulated earnings have en- 
abled the Baltimore & Ohio Rail- 
road to reduce its debt over $100,- 
000,000 and to build working capital 
to a large sum. It has not solved all 
of the problems of the road, with 
some heavy nearby maturities still to 
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be taken care of, but if earning 
keep high for another year or two, 
these difficulties may be surmounted 
Missouri-Kansas-Texas has aly 
made very large reductions in it 
bond liability, and so has the Le 
high Valley, and these two, also, 
may be less “marginal” if anothe 
year or two of large income con 
tinues. Others which may be near 
to getting out of the “marginal’ 
class because of wise use of recent 
large earning power include North. 
ern Pacific and Illinois Central. The 
Erie completed its reorganization 
just when the earning power of rail 
roads was starting to rise sharply, 
and it has been a fortuitous develop. 
ment for it. giving the new road 4 
fine start. 

No railroad has shown as startling 
an improvement for the better than 
has Delaware & Hudson. Large 
earnings enabled the road to extend 
a large bond issue when it matured 
over a year ago, whereas if pre-war 
conditons had still prevailed, it 
doubtful that this financial arrange. 
ment would have been successful, 
nor could a new bond issue have 
been floated. Debt has been ver 
sharply reduced and a_ very large 
working capital accumulated. Fur 
thermore, these good conditions wil! 
now make it feasible to merge the 
Delaware & Hudson Co. with it 
railroad operating subsidiary, which 
will save a large amount of over 
head. 





Where Wage Cost Differen 
tials Will Importantly Affect 
Post-War Investment Value: 





(Continued from page 345) 


the cotton and woolen industries, 
the railroads and the shipbuilding 
industry which, due to high labo 
ratios and inability to absorb rising 
wage costs, were severely affected bi 
inroads of competitive materials o 
services, and in the case of the ship 
building industry, by foreign build 
ers with far lower wages ratios. 
The steel industry is putting up? 
valiant fight to escape a similar fate, 
brought closer perhaps by emergenc 
of new competitive materials such a 
aluminum and _ plastics, both 4 
which have lower labor ratios. In 
1939, the indicated ratio of the for 
mer was 40%, that of the plastics in 
dustry 26% compared with the steé 
industry ratio of 49%. Today all art 
markedly lower but the differential 
between the three continues to work 
to the disadvantage of steel. Once 
the post-war boom is over, thes 
trends and relationships will become 
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6 SERVICE $4 ) 


12 Hee SERVICE $75 


ame discal cee 
Complete service will start at pe 
once but date from August 15. 

City 


Subscriptions to The Forecast 
are deductible for tax purposes. 


Special Enrollment 


105; Points Profit ...3; Points Loss | 


On Our Longer Term Recommendations 
Closed Out To Date This Year 


Already in the first half of this year, 1054g points profit with only 33¢ points i 

(R loss have been available to Forecast subscribers through our closed out Longer Term | 
i 

t H 


Recommendations. 
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These recommendations were carried only four and one-half months on an aver hi 









age .. . ranging from two weeks to ten months. (The length of time held depends on the action of / 
the securities selected as well as the general market.) Individual profits include . . . j 
Hil 

i 

Points Profit Points Profit 

! 

Alleg. cum. c. v. pf. 12% Adantic Refining 5Y4 F 
Amer. Bank Note, pf. 10% Crane Company 5¥ | 
Amer. Woolen, pf. 1214 Studebaker Corp. 612 / 

{ll Cent. C. St. L. N. 0. 5’s 1534 Nash. C. & St. L. 4’s 16 

i 

Our Longer Term Recommendations are made and kept under our continuous supervision in special- | 
ized programs . . . one consists of Low-Priced Situations for Capital Building and comprises only i 
common stocks . . . the other consists of Investment Recommendations for Income and Profit and i 


comprises bonds, preferred stocks and common stocks. 
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To capitalize on the spectacular profit opportunities to be open over the balance of 1944 . . 
advantage of the dynamic markets ahead . . . we suggest that you enroll with The Forecast now | 
Only 4 points profit on 20 shares will cover your enrollment for a full year. Mail the coupon today h 


markets and to your personal wishes, capital and objectives. You re- 
ceive programs for Short Term Profit and for Longer Term Income and i 
Profit plus continuous consultation on your independent holdings and W/ 
contemplated purchases. You are always advised what and when to 
buy and when to sell . . . in the most practical and definite service we 
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THE INVESTMENT AND BUSINESS FORECAST 


Offer! 


0 Airmail Your Bulletins To Me. 
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one year in U. S. and Canada.) 


Your subscription shall not be assigned at 
any time without your consent. 











REE! 


State 


= 
| 
| 
} 
| 
| 
! 
1 
! 
i) Telegraph me collect in anticipation of 
| 
| 
1 
| 
| 
| 
| 
| 
| 
| 
| 
i 
! 


. to take i 





of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $45 for 6 months’ subscription; [J $75 for a year’s subscription. 
(Service to start at once but date from August 15, 1944) 


important market turning points .. . 
when to buy and when to sell. 


List up to 12 of your securities for our initial 
analytical and advisory report. 
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Prospectus on request from Principal Underwriter 
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MINNEAPOLIS, MINNESOTA 


REPRESENTATIVES IN THE PRINCIPAL CITIES OF THE UNITED STATES 








General Foods Declares 
Preferred Dividend 


Directors of General Foods Corporation, at 
a meeting held June 21, 1944, declared a 
quarterly dividend of $1.1214 a share on the 
150,000 outstanding shares of the company’s 
$4.50 Cumulative Preferred Stock. The divi- 
dend is payable August 1, 1944, to holders 
of record July 10, 1944. 


* * * 


Among the products of General Foods are: Baker’s | 


‘Cocoa—Baker’s Coconut—Baker’s Premium Choco- 
late—Birds Eye Frosted Foods—Bireley’s Orange- 


tade—Bluepoint Oysters—Calumet Baking Powder— | 
(Certo—Diamond Crystal Salt—40-Fathom Fish— | 
Gaines Dog Meal—Gaines Krunchon—Grape-Nuts— | 
Grape-Nuts Flakes—Grape-Nuts Wheat-Meal—In- | 
stant Postum—Jell-O—Jell-O Ice Cream Powder— 
Jell-O Pudding—Kaffee Hag Coffee—La France—Log | 
Cabin Syrup—Maxwell House Coffee—Maxwell House | 


Tea—Minute Gelatin—Minute Tapioca—Post’s 40% 


Bran Flakes—Post Toasties—Postum—Sanka Coffee | 


—Satina—Snider’s Catsup, Cocktail Sauce, and Old 
Fashioned Chili Sauce—Sure-Jell—Swans Down 
Cake Flour. 


GENERAL 
FOODS 


250 Park Avenue + New York 17, N.Y. 








more clear-cut and we shall then see 
whether steel, despite its basic im- 
portance, will eventually go the way 
of coal. It would be rash indeed to 
prophesy such a fate today, especial- 
ly as the steel industry, far more 
foresighted than the coal industry 
ever was, is strongly opposing such 
a trend. Still mechanization of steel 
operations has a practical limit and 
once it is reached, labor as a cost 
factor will virtually freeze the pay 
point, allowing little or no leeway to 
meet competition. 

Another high wage industry is the 
railroad equipment industry; as in 
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steel, the high wage ratio is greatly 
contributing to the sharp cyclical 
fluctuations charcteristic of this 
business. These are not determined 
by demand alone but as far as earn- 
ings are concerned, also importantly 
by inability to adjust costs to a low- 
er level of operations. And wages, 
in this industry, account for about 
46% of costs. 

In 1939, the indicated average 
wage ratio of all manufacturing in- 
dustries was 36.8%. We find that a 
majority have ratios below or near 
this figure. Those with low ratios 
enjoy a valuable differential advan- 
tage and it is natural, therefore, that 
we find among them a good many 
industries which normally have su- 
perior investor appeal. The amaz- 
ing earnings stability of the chew- 
ing gum and soft drink industries, 
for example, is largely bound up 
with the relative unimportance of 
wages as a cost factor, of value es- 
pecially in periods of declining 
volume. 

Broadly speaking, industries with 
low or moderate wage ratios are in 
a better position to absorb rising 
payroll costs without raising selling 
prices, thus are less likely to meet 
consumer resistance on that score. 
Those with expanding demand 
trends, such as the oil, electrical ap- 
pliance and rayon industries, con- 
ceivably could readily offset higher 
costs by boosting volume by means 
of price reductions, as frequently 
done in the past. This can be ac- 
complished either by operating econ- 
omies, modernization of productive 
processes and in the future, perhaps 
increasingly, by switching to new 
and cheaper basic materials. An ad- 
ditional and new prospect is the 
saving of transportation costs made 
possible by war-time decentraliza- 
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tion of a good many basic industrig 
The latter factor alone may set j 
motion some entirely new trends ij 
cost relationships after the wa, 
While it is too early to project then 
at this time, they may be fairly in 
portant and well worth watching. 
High wage industries, on the oth 
er hand, may be hard put to not onl 
in trying to cope with future pay 
roll increases but with those whid 
occurred during the war period 
These, in many instances, will ca 
for considerably higher selling price 
eventually producing unfavorabl 
reaction on volume especially in th 
more competitive situations. 


In the case of machine tools, 
may boost sales of second-hand mi 
chinery to the detriment of new pro 
duction. This may also occur i 
office equipment. With the me 
packers, it may intensify the decli 
ing demand trend noted before thi 
war, as it probably will also in cot 
ton and woolen textiles once the post 
war restocking boom is over. Sing 
there are no substitutes for locomo 
tives, or airplanes, or tires and tube 
the effect in these industries ma 
merely be a more cautious buying 
policy by potential purchasers, lead 
ing as it did in the past to sharpe 
intra-industry competition and 
painful shaving of profit marging 
These are longer range implications 
of course, since deferred demand i 
these items is heavy with the excep 
tion of airplanes. 


The electric appliance indus 
has a relatively moderate wage ra 
tio (29%), the result of high mech 
anization and mass production. Sing 
prices of the principal materials en 
tering manufacture of most appli 
ances, such as steel, copper, plastics 
are little changed from _ pre-war 
taxes and wages are the main cos 
problems with the former leading 
If taxes come down, prospects arf 
good for constructive post-war pri 
policies and for that very reason, th 
field perhaps will become even mort 
competitive than before. It looks i 
viting, both from the standpoint 0 
demand potentials and cost relation 
ships, and the manufacturing pro¢ 
ess is generally simple. 


In the automobile industry, how 
ever, the wage factor will be all-im 
portant. Predictions of post-wa 
automobile prices 20% to 40% high 
er than pre-war seriously raise thé 
possibility of consumer resistance 
The industry’s wage ratio, while jus 
below the upper bracket, is not like 
ly to come down much and any fu 
ture approach to pre-war selling 
prices must be via operating econo 
mies. 
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